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YOU CALL 
THIS MAN, “BOY!” 


When your bag is picked up by the alert, trim- 





uniformed Statler bellboy, you’re in the hands of a 
carefully-selected, well-trained young man. 

The next time you stop at a Statler hotel, watch 
your bellboy* in action. Observe his personal interest 
— his anticipation of your wants. If you are expect- 
ing mail, he escorts you to the proper clerk. If you 
have trunk checks, he takes you to the porter. For 
he has been taught that such procedure will save 
time for you. 

His duties are many and varied. When he takes 
you to your room, he hangs up your overcoat — 
asks if he can care for your laundry — offers to open 
the window or regulate the heat. He switches on the 
bathroom light, runs a practiced eye over the supply 
of soap and towels, demonstrates the radio loud- 
speaker. And before leaving, he inquires if there’s 
anything more he can do for you. 

And there usually is. You need cigarettes or 
magazines; you want to send a telegram or you have 
an errand to be run. So you turn to him for first aid. 
And you find him quick, eager to please, always 
polite ... and never tip-greedy. 

We’re proud of our bellboys. Many of them have 
been with us for years. And we owe to their cheer- 
fulness and willingness to please a good share of our 


reputation for service. 


*7 3% of Statler stockholders are employees. 


HOTELS STATLER 


where ‘‘The guest is always right’’ 
BOSTON BUFFALO 
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How Many of Your Present Security 
Holdings Represent Unsatisfactory 


Investment Media? 


On September 1, 1932, there were 1245 stocks, common and pre- 
ferred, listed on the New York Stock Exchange — 1245 situations 
in which the funds allocated to the stock section of your portfolio 
might be placed. But a surprisingly large proportion of these 
stocks, in fact by far the greatest number, are not qualified for most 


investment purposes. 
How many of the securities you now hold fall in this category? 


We shall be glad to examine your list of holdings and tell you how 
many we regard as unsuitable for your requirements—as well as 
how we can be of continuous help to you in maintaining in the future 


an interest in only those securities offering the best possibilities. 


Simply acquaint us with the securities you hold, the amount of 
capital you have for additional investment, and your personal 
investment requirements and objectives. Your consideration of our 
counsel will involve no cost or obligation — and our knowledge of 


your financial affairs will be held in absolute confidence. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
90 BROAD STREET 
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Odd 
Lots 


Ten shares of stock in 
10 different industries 
offer a margin of safety 
which is not inherent 
in the purchase of 100 
shares in any one com- 
pany. 

How a purchase of this 
kind safeguards your 
stock holdings against 
adverse conditions is 
interestingly set forth 
in our booklet, 


“Odd Lot Trading” 


Ask for M.W. 542 


100 
Share Lots 


John Muir&R@ 
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New York Stock Exchange 
39 Broadway New York 
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A Message to Presidents: 


Create investor confidence tn your securfties 
by publishing your dividend ptr Noe when 
declared, in these columns. Such publica- 
tion brings the investment features of your 
stock to the attention of stockholders of 
record who read The Magazine of — 
Street consistently for financial guidance 
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No One Has Missed 


T is probably true that the founda- 
tions of many great fortunes were 
laid in depression. We wonder 

though, how many commitments were 
assumed at the very bottom. Not so 
many we venture. If they were, many 
foundations were sorely shaken, if not 
wrecked, by false starts. Certainly we 
know this was the case with the for- 
tune builders who picked the low point 
of 1930 as rock bottom, or various 
other lows last year. 

The probabilities are that the begin- 
nings of real and enduring fortunes 
of the past were made after the turns 
from blackest depression, and as it be- 
came evident that the change in trend 
was genuine. 

This is something which the investor 
might well remember today. Not to 
have participated in the rapid and 


the Boat 


spectacular price rise of July and 
August may be regretted, but it is by 
no means synonymous with having 
failed to catch the opportunity of a 
young bull market. One of the main 
forces which has contributed to the 
manipulative skill of the pools in sus- 
taining the price level of weeks recently 
passed has arisen from the belated buy- 
ing of those who feared they had 
“missed the boat.” As a matter of fact, 
if precedent is worth anything, the real 
buying opportunities will come when 
the inevitable reactions interrupt the 
present uptrend. Looking back over 
market record for many years there are 
few instances in which a price recovery 
of lasting duration was not temporarily 
broken by a substantial reaction. 

It is true that waiting for such a 
point is at the sacrifice of a rapid por- 


tion of the rise but when the trend of 
business has not clearly justified the in- 
itial turn it is obviously the part of 
wisdom to forego what appears allur- 
ing at the time, until substantial evi- 
dence is at hand. Such a policy is not 
only wise, but is less of a sacrifice, over 
a reasonable period, than it seems. For 
example, the July and August -rise 
seems extensive, but it has carried the 
general level to only slightly above the 
lowest levels of 1921. If business con- 
ditions justify, it can go 2!/2 times as 
far before it reaches the level of 1925, 
that is before the excessive stages of the 
last boom. If reactions are awaited the 
potentialities are still larger. 

The best and safest phases of the 
next upward phase of the market are 
still before us. No one has yet really 
‘missed the boat.” 








In the Next Issue 


The Balance Sheet of Business Shows —. 
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Is our optimism based on a correction of fundamental factors or merely on hopes? 
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In this feature the staff of THE MAGAZINE OF WALL STREET has 
made a careful selection of 10 outstanding investments, sound from a management standpoint 
and adjusted to meet the new conditions, faced with a growing market and able to make 
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The Trend of Events 


—Insurance for Spendthrifts 
—Politics and Business 
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HIS headlong United 
States of America may 
conceivably be soon up 

against the pre-depression problem of keeping consump- 

tion up with production. That is one reason why we 
should not like to see the revival come too rapidly. 

For more than two years the great game of life has 

been, through force of necessary economy, that of 

keeping consumption down with production. During 
those years we have drifted to a much lower standard 
of living all along the line. Millions of people have 


INSURANCE FOR 
SPENDTHRIFTS 


formed habits of saving, scrimping, even hoarding, 
Economy that hurts has been the rule of the times. To- 
day 130.million people are living on a national income 
that has been reduced about 60 per cent and at the same 
time the coffers of the savings banks are overflowing. 
We can have the maximum of prosperity in the coming 
period of expansion only if we have a maximum of con- 
sumption. We can have more prosperity than we have 
had before only if we have greater consumption. That 
means that we must spend more and more. But we 
have had more than two years of discipline in spend- 
ing less and less. The spending mood will come back 
slowly at best, whereas production, once it revives, will 
plunge rapidly ahead. Saving will long continue to 
dominate the lives of the earning masses. Savings go 
into the means of production. At one and the same 
time we will be forcing production and skimping con- 
sumption. What the future demands is safety for the 
spenders. All the tomes that have been written about 
the necessity for wide distribution of consumable 
wealth come down to this: that what a man earns he 
must promptly spend. And all the learned theses 
about how that may be accomplished come down to 
this: the spender must be encouraged and protected. 
Give people the assurance of continuity of income and 
insurance against poverty in old age and illness and 
there will be little left of the problem of overproduc- 
tion, accompanied by underconsumption. In one way 
or another we must accomplish continuity of maximum 
consumption or face a series of break-downs like the 
one from which we seem to be emerging, which will 
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ultimately mean a complete break-down of our tech- 
nological civilization. 


— 


POLITICS AND 
BUSINESS 


ERNARD BARUCH re- 
assuringly tells the business 
world that it has nothing to 
fear from Roosevelt’s election. Calvin Coolidge tells 
us that Hoover is the best bet for the business outlook. 
Our impression is that at the worst a Democratic vic- 
tory could do no more than give capital a momentary 
scare and that a Republican victory can at the best 
do no more than give a little impetus to business revival. 
Nothing that either party will do in the next four 
years will prevent a return of good times if they are 
on the way, or rescue us from a continuation of hard 
times if they are economically decreed. Either party 
will certainly use all the powers of government to 
promote prosperity. Their methods may be different, 
but when government gets into economics no man can 
say with certainty which will be better or, as it might 


be put cynically, which is the worst. The thoughtful 


patriotic citizen should vote his convictions as to the 
long-time effects of the election rather than immediate 
effects. He should give major consideration to the 
probable policies of the next administration in regard 
to such fundamental questions as the tariff, inter- 
national economic relations, the future of the railways, 
the regulation of speculation, banking reorganization, 
monetary and credit policies. He should, in a word, 
consider whether it would be better in the long run 
to vote for a party that promises what it considers 
ameliorative changes in laws and administration or to 
vote for a party that finds the best assurance of the 
future in the continuation of the national government 
along the road laid down by the past. 


—, 


THE SALES TAX 
IS NOT DEAD 


IGURES are available only 
for the last ten days of 
June on the revenues re- 

ceived by the Federal Government from the new taxes 

enacted at the last session of Congress. Although this 
is too short a period to offer entirely reliable evidence, 
there is little reason to doubt the trend that is re- 
vealed. It is now quite certain that the taxes will yield 
far less than was forecast by Treasury estimates. At 
the present level of business activity, it appears prob- 
able that the “nuisance” taxes will in a year yield less 
than 25 per cent of the total expected. Early business 
revival would, of course, substantially change the pic- 
ture, but, regardless of business, it is improbable that 
the present structure of taxation will be adequate. At 
best, business revival is likely to be slow and the Gov- 
ernment cannot wait upon it for needed revenues. 

Since July 1, the start of the present fiscal year, we 

have been accumulating a Federal deficit at the rate of 

more than 2 billions of dollars a year. Indeed, between 

July 1 and September 6 the excess of expenditures 

over revenues was $420,705,880. When Congress re- 

convenes in December it will find the budget problem 





still with it, big as life and twice as natural. It will 
be found virtually impossible to “soak the rich” any 
further, for they have already been “soaked” to the 
point of diminishing returns. There are only two 
sound approaches to solution. The first is to cut gov- 
ernmental expenditures literally to the bone. The sec- 
ond is to broaden the base of taxation. When it comes 
to a choice between direct taxation of small incomes 
and a broad sales tax, it will be surprising if Congress 
does not swallow its fears and adopt the sales tax as 
the only way out. 


——, 


CREDIT BASE 


HE part which mental attitude 
IMPROVED 


plays in shaping the course of 
business and of the security 
markets is something no economist can measure and is 
the factor providing the widest possible margin of error 
in economic forecasting. There can be no rule-of- 
thumb measurement. In a very practical sense, a thing 
is worth precisely what people think it is worth. It 


‘was mental attitude and this alone which accounted 


for the abnormally low security prices of June. It is 
mental attitude now which accounts for prices twice 
as high. The change is wholesome and promising, even 
though it may temporarily involve the danger of specu- 
lative excess and partial relapse. We are enjoying the 
enormous relief which always follows the vanishing of 
overdrawn fears. It enormously strengthens the foun- 
dation of confidence upon which our entire credit struc- 
ture is founded. It does not extinguish our debts, 
although the price advance has unquestionably facili- 
tated the liquidation of at least a portion of obligations 
and made those still carried less onerous. The appreci- 
ation in both securities and commodities increases the 
confidence of lender and borrower that they will be 
paid. It enables the banks to strengthen the weakest 
portion of their collateral loan structure, as some of 
this load is shouldered by new buyers. It relaxes bank- 
ing caution and credit strain, even though this is not 
yet reflected in an actual expansion of loans. That will 
come later and should parallel the actual improvement 
in industry which the security markets have been so 
hopefully anticipating. 


—, 
FROZEN ESUMPTION of business activity 
DEPOSITS will encounter many obstacles in 


practices which were retardatory 
of the decline. While the Reconstruction Finance 
Corporation has been endeavoring to liquefy banking 
resources, banks that have refrained from calling on it 
for assistance have defended their solvency by freezing 
deposits. To prevent runs many banks have obtained 
agreements from their depositors to keep their accounts 
above a certain abnormal level. Representative Bow- 
man to West Virginia tells President Hoover that the 
amount of deposits so frozen is as much as five billion 
dollars. He asks that steps be taken to break the 
ice. The Congressman’s appeal illustrates how dif- 
ficult it is to keep government from going further 
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and further into business once it becomes involved. 
Action such as he requests would be nothing more 
than futile meddling. The frozen deposits will melt 
before the sun of prosperity, the agreements will 
be tacitly ignored. In the meantime they still serve 
a purpose. The return of normality in business 
will not be on an even front. There will be back- 
sets and regional and local retardations. We want no 
more bank failures, and in the long run the bank that 
has saved itself by its own methods in co-operation 
with its patrons may be better off than the bank that 
has been saved by extraneous measures. 


—_ 


ECENT months 
have seen an ex- 
tensive improve- 

ment in the cotton textile industry. Although 

it is sufficiently gratifying in itself, some econo- 
mists attempt to read into it a broad significance as re- 
gards general business. They point out that the textile 
industry “moves early in the business cycle,” that, hav- 
ing preceded most other industries in decline, it is now 
leading them in recovery. It is pointed out also that 

textiles were among the first to begin recovery in 1921. 

Unfortunately, economic trends cannot safely be re- 

duced to any such simple formula. What has happened 

in the cotton textile industry is relatively simple. In 
its very nature it is highly sensitive to changes in the 
price of raw materials. When cotton is going down 
buying is held to a minimum by merchants, jobbers, 
garment manufacturers and mills. Everyone guards 
against inventory losses. When raw cotton makes 
what appears to be a basic turn, there is almost instant 
stimulation throughout the primary textile markets. 

Buying by merchant, middleman and mill picks up. It 

is reliably estimated, for example, that during August 

mills bought enough cotton to provide for their re- 
quirements for several months at 


PROPHETIC TEXTILE 
ACTIVITY 





turn came from an absurdly low level. As always, 
however, the movement gathered a speculative mo- 
mentum inherently capable of inviting partial re- 
lapse. The latest Government crop estimate of 11,- 
310,000 bales is disappointing only to those who let 
their bullish imaginations run away during the preced- 
ing fortnight. We will not see cotton again at its old 
lows. In short, the reason for higher cotton prices is 
a short crop. The reason for improvement in the tex- 
tile industry is a combination of higher raw material 
prices and previously depleted inventories. The result 
should be moderately helpful to general business, but 
it does not involve any magic economic prophesy. 


— 
PRICE OME of the same popular psy- 
GAMBLING chology that prevailed in the 


summer of 1929, when stocks 
continued to make big gains despite the fact that in- 
dustry offered little or no support for further advances, 
has been evident in recent weeks. The fact that most 
companies give little indication of substantially better 
earnings at present is totally obscured by the obsession 
of what they should show when general business re- 
vives. Blatant manipulation is apparent in the market 
as a whole but “stocks are cheap” is the answer; which 
means that the uninformed are buying for a price rise, 
regardless of fundamentals, merely hoping to get in 
and out again at a profit. They are not speculating 
on values but just gambling on rising prices, in the 
same thoughtless manner they accentuated the crash 
and its attendant hardships three years ago. 

A better sense of proportion on the part of an over- 
confident public is again badly needed. The forepart 
of this summer’s advance was not without logic. 
Sound stocks at absurd prices were entitled to appreci- 
ate as insane fear gave way to more courageous senti- 
ment. The meager amount of irregular business im- 

provement has afforded some fur- 





present rates of operation. This de- 
mand, satisfied for the time being had 
already begun to decline even before 
raw cotton had its recent reaction of 
$5 a bale. Buying of finished goods 
by the trade, active until September 
8, has been adversely affected by the 
current setback in prices. This does 
not mean the improvement is over, 
but it probably means the sensa- 
tional phase of the movement has 
ended and that the continuation of 
activity in the primary markets will 
soon require the support of a ma- 
terial increase in consumer demand. 
This is not yet evident. Raw cot- 
ton’s sudden reaction, of course, is 
merely indicative of the speculative 
character of the market. Despite a 
huge carry-over, the certainty of an 
abnormally small crop this year is 
valid reason for substantial better- 
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ther justification for a moderately 
rising trend; but when prices reach 
levels which imply the early return 
of fair earnings, even though fixed 
charges are not presently being 
covered, or a nearby tripling of 
the current rate of profit power, 
somebody is going to get hurt and 
it won't be the insider either. 


i Fe th 
t 
a THE MARKET UR most 
PROSPECT recent in- 
vestment 


advice will be found in the dis- 
cussion of the prospective trend of 
the market on page 584. The 
counsel embodied in this feature 
should be considered in connection 
with all investment suggestions 
elsewhere in this issue. 

Monday, September 12, 1932. 
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q Further Advance or Reaction? 


q Will Autumn Business Justify Higher Price Levels? 


What the Market Now Indicates 


By A. T. Mitier 


HE speculative germ which took hold of the American 
public in 1928 and 1929 apparently has been quies- 
cent, rather than dead. Unintelligent “buying for 

the rise” and rampant pool manipulation are more obvious 
than at any time since the flight of fancy which lifted us 
into the clouds by way of take-off for the nose-dive of the 
last several years. 

It had been assumed by most competent observers that 
the harrowing experience of recent years would have a 
more or less permanent influence upon speculative habits. 
It was thought that, after the depression, we would prob- 
ably return to the relatively stable markets of the pre-war 
type—markets which moved in close and fairly gradual 
accord with the tangible economic developments. 

Instead, a stock-minded public, skillfully led along by a 
Wall Street professional element, appears convinced that 
we are certain to have a dynamic bull market. Much as 
in 1929, it is taking future expansion of industrial activity 
and future expansion of corporate earning power for 
granted. Seldom has it been more carelessly optimistic in 
its interpretation of the available business evidence. Seldom 
has it been less interested in current earning power or in 
such earning power as appears in reasonable prospect over 
the next three or four months. 


Low Point Past 


It now appears probable that we have seen the low point 
of this depression and that, pending the completion of 
various major economic adjustments, business can make 
a slow turn and in coming months inaugurate the gradual 
convalescence which, over a period of a year or two, should 
carry us back to a level of reasonable prosperity. 

To the realistic observer, that ought to be a sufficiently 
satisfactory outlook. There is nothing, however, in the 
present scene to suggest the remotest possibility that the 
reconstruction of corporate profits and the re-absorption .of 
10,000,000 unemployed workers can proceed at any such 
speed as current speculative activity apparently anticipates. 
Whatever the future holds, the market has run far ahead 
of business, creating a gap which will sooner or later be 
filled. It will require a very convincing business improve- 
ment in the next few weeks to fill it. If such an improve- 
ment does not run beyond the seasonal proportions indi- 
cated at this writing, the gap will be filled by market de- 
cline. , 

There is a widespread hope that the market's advance in 
itself will stimulate business. This reasoning would appear 
to be somewhat tenuous, in view of the very slight stim- 
ulation now apparent after two months of active and sharp 
advance. There is probably more logic in the thought that, 
regardless of the demonstrated force of the current specu- 
lation, genyine and substantial business gains will soon be 
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needed if the upward movement is to be further sustained. 

In previous issues this publication has recommended 
fifteen leading stocks suitable for speculative purchase upon 
material technical reaction in the market. We emphasize 
again that long-term investment purchases should continue 
to be deferred and that even short-term speculative com- 
mitments should be handled with caution. Technical cor- 
rection in the market is now overdue. If it comes soon, 
the probability is that the advance can be resumed, particu- 
larly if even moderate business gains come to the aid of 
the sponsoring forces. The later in the autumn season 
corrective reaction is postponed, however, the greater will 
be the need of caution and discrimination in purchases. 

Barring a more dynamic business revival than seems in 
early prospect, it would be natural for the present specu- 
lative enthusiasm to reach something of a peak during the 
autumn, for that is the normal peak of the business move- 
ment. After October car loadings will again begin their 
seasonal decline and toward the close of the year most 
other heavy industries, notably steel, will likewise recede. 

In short, business will have to recover with a rush if we 
are to escape a period of more sober second-thought as we 
approach the close of the year. The corporate earnings 
statements for the third quarter will begin to appear in 
October and in the majority of instances will make a poor 
showing. The uncertainty involved in the coming national 
election will necessarily assert itself. ‘Without a dynamic 
business improvement, the basic question as to how long the 
Federal Government should apply the public credit to the 
support of railroads which can not meet their fixed charges 
will press for an answer. Congress will reassemble in 
December, the same Congress which repeatedly disturbed 
the security markets a few months ago. There is to be 
considered also a possible seasonal increase in bank failures 
and the possible reversal of the seasonal influences which 
in recent weeks have stimulated gold imports. 


Problems Still With Us 


It is, indeed, rather curious that so many major problems 
have temporarily been put out of mind. We are still 
burdened with an excessive total of debt, both corporate 
and governmental and it is by no means clear that the 
present tentative price recovery in commodities will prove 
sufficient to solve the problem. Our policy toward debt 
readjustment is strangely mixed. ‘The natural readjust 
ment of deflation has been given relatively free rein so far 
as the small business man is concerned and his position has 
already been to some extent improved. Real estate leases 
are being freely deflated in the business field. But the 
Government still follows the policy of supporting the status 
quo as regards banks, insurance companies and railroads. 
There is much to be said for holding a prop under banks 
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and fiduciary institutions, since they so directly affect the 
public interest, but it remains questionable whether it is 
worth while to tax the public in behalf of such railroads 
as are over-capitalized. It is even more questionable 
whether in the long run this policy will strengthen such 
railroads. Surely, we have passed that stage of panic in 
which a half-dozen or more rail reorganizations would 
unbalance investment reason! 

We will not long be able to forget that the Federal 
budget has not been balanced. Our whole structure of tax- 
tion will have to be reconsidered by Congress at an early 
date, since revenues from the recently imposed taxes con- 
tinue to fall below the advance Treasury estimates. The 
mal-adjustments existing between raw material prices and 
those of finished products are still so serious as to disrupt 
the process of exchange and to keep agricultural purchas- 
ing power at an abnormally low level. The problem of our 
international debts and of the world-wide trade stagnation 
imposed by artificial, nationalistic barriers also remains to 
be dealt with. No amount of political ballyhoo and no 
amount of credit inflation will permanently settle these 
issues. 

Considering our actual business setting, the recent per- 
formance of the stock market can only be explained on the 
theory that we have developed in this country, as a result 
of the late boom, a decided change of speculative tempo, in 
which the market tends increasingly to become a less accu- 
rate industrial barometer. 


A Striking Comparison 


It is worth while to compare the recent security recovery 
with that of 1921, which was also a year which saw the 
start of revival. In that year business turned up in March 
and the stock market began to advance the following 
August. Tangible signs of improving business were much 
more visible than at present. Steel operations, for example, 
were at 40 per cent of capacity at the autumn peak in 1921, 
against approximately 15 per cent at present. Cotton sold 
at 19 cents a pound, copper at 13 cents and wheat at $1.12 
a bushel. Ahead of the market, although it did not know 


it, was the automobile boom, a constructiun boom to make 
up the war-time shortage in housing, and a heavy European 
post-war demand for our products. 

In that relatively favorable setting the New York Times 
index of fifty common stocks advanced 10 points in six 
months to a level of approximately $68 per share. It is 
difficult to believe that the present setting is more favorable 
than it was then, but this index has advanced 35 points in 
two months and is slightly higher than at the close of 1921. 
If we exclude the thought of an anticipated inflation, the 
answer can only be that the market now has a speculative 
velocity far in excess of that of older days, If so, it need 
hardly be said the change of habit will necessarily work 
both ways. In the long run the realities of corporate earn- 
ing power and dividend yields will rule, and the more 
excessive our rallies the sharper the declines. 


Leading Issues Lag 


In the current market there are several indications which 
will bear watching. On a recent 4,000,000-share day, for 
example, approximately twenty low-priced, distinctly specu- 
lative issues accounted for more than 33 per cent of the 
trading, many of them plainly reflecting aggressive pool 
operations. On the same day twenty important leading 
stocks accounted for 10 per cent of the volume. For some 
time the best grade of stocks have appeared to lack con- 
vincing momentum. They may yet be shoved higher in the 
immediate movement, but there is more than a mild hint 
of distribution in their performance. 

It is worth noting also that the momentum of bond 
market recovery has, at least for the time being, spent 
itself. This market reached its high on August 23, and 
while reaction has not been important, with the exception 
of a few of the more speculative rail bonds, the market's 
disposition plainly is to adopt a more conservative attitude 
and await some further clue from business. The bond 
market started its recovery a full month ahead of ‘the 
stock market. The share market was tardy in recognizing 
the signal given by bonds early in June. It may be tardy 
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Where Will Real Business 


Improvement Show Up? 


—In Production? 
or 


—In Retail Distribution ? 


By Joun C. CresswiLt 








T is a rather common 
assumption that the anx- 
iously looked-for business 
turn will be heralded by an ex- 
pansion of consumption, of 


buying, and particularly of Employment ....... 
wholesale and retail trade in Car Loadi 

direct consumption goods. It a ota ss 
is for that reason that the per- Production ........ 


sistent decline of retail sales is 
looked upon as a reflection of 
ebbing, or at best, static, busi- 
ness, to which the stock mar- 
ket is currently moving in the 
contrary direction. That is 
perhaps the main reason why 
the present rise in stocks and 
bonds mis-viewed by many 
thoughtful observers as being 
excessive and subject to inevit- 


Stock Market, Rails 


Some Cyclical Turning Points — From 
Lows of 1920-22 


‘aw ae January, °21 
dof . February, ’21 
ere April, °21 


Bank Clearings ..... 


General Business ... 
Stock Market, Industrials 
Wholesale Trade .... 
Wholesale Prices .... 
Retail Trade Dept’s.. . 


ser eke Jan.-Mar., °22 
ona July-Sept., °22 
Ceres July-Sept., °22 


have increased during the de- 
pression, that does not offset 
the fact, as plain as day to 
every observing person, that 
all the reserves of countless 
millions of people have been 
exhausted. The increase of 
savings is, indeed, only an- 
other expression of curtailed 
exercise of buying power. Be- 


«saben M 21 

sia 2 cause those who have not, can- 
sete eee June, °21 not spend, those who have, 
ee .July, °21 cease to spend. It is a mat- 


ter of amused and cynical 
comment that persons who 
have not been much affected 
by the general disaster have 
tightened their purse strings. 
Locked up buying power is 
currently no better than dried 


... October, °21 








able correction. At the same 
time, it is possible that the 
fundamental turn in business can be made before its exis- 
tence is reflected in increased distributive activity. Must 
we not look for an increase of production as a forerunner 
of increased buying? If that is the case there may be fur- 
ther decline of consumption buying and even of business 
in general after the crucial change has come. 

In minor depressions the buying power of the country 
is but little impaired. The amount of unemployment is 
not relatively great and the workless period is not long. 
Most of the population has reserves of savings, credits or 
liquidable securities which can be drawn upon. People 
are in a position to respond promptly to the passing of 
pessimism or the disposition of the particular cause of the 
depression. Buying power is hardly impaired. 

There is really no parallel between the characteristics of 
such a minor depression and the present one, which is cer- 
tainly one of, if not the greatest of depressions in the in- 
dustrial epoch. 

The heavy shock of the initial crisis and the pounding 
of subsequent crises as\well as the steady attrition of busi- 
ness morale have actually destroyed vast volumes of wealth. 
Incomes from stocks and bonds have dwindled away and 
the buying power of the leisure and well-to-do classes has 
crumbled. 

While it is true that savings in the mutual savings banks 
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up buying power. This po- 
tential buying power, frozen 
by chronic fear melts but slowly. Nothing but the genial 
warmth of the undeniable sunshine of prosperity will cause 
it to thaw. : 

This country has never before experienced such an ex- 
treme and long-continued run of unemployment as that 
which has prevailed for three years. Never has there been 
before such a time of drought of income for so many mil- 
lions of workers. At this time there are ten million per- 
sons out of work. Factory payrolls have shrunken to such 
a ghastly extent that they are less than 40 per cent of what 
they were in 1923-25. The wages and salaries of employed 
people have been reduced as much as 50 per cent, and even 
more, allowing for part-time workers. Millions of small 
tradesman and independent mechanics have been reduced 
to poverty. Large numbers of businesses although manag’ 
ing to keep afloat are not paying profits or even salaries 
to their owners. 

The estate of agriculture has never been worse. There 
has been no net income from the farms of the nation as 
a whole for years. Millions of farm people are almost in 
complete commercial isolation. They buy almost nothing. 
They have nothing with which to buy except as they 
deplete their capital by selling at less than the cost of 
production. ’ 

Municipalities everywhere are bankrupt through inability 
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to collect taxes and all public buying power is being fur- 
ther reduced by the universal wave of economy and budget 
balancing. The great exception to this statement is the 
studied program of the Federal Government to increase 
buying power—mostly through the activities of the Recon- 
struction Finance Corporation. But this buying power has 
not yet been energized. 

On the whole, the national income has been cut at 
least 50 per cent from the 1929 peak, national wealth 
has fallen off a third and what is even worse the sense 
of poverty has become universal. 

Buying power is so far gone that no possible exuberance 
of confidence can restore it. Hypodermics do not stir the 
dead. The masses of the consumers of America have neither 
the cash nor the credit with which to buy even if they 
knew that six months hence every man would have a job. 
Some slow loosening of the purse strings of those who have 
escaped severe injury in the general calamity may be ex- 
pected as confidence spreads that the nation has already 
proved that it will survive, but it is as a drop in the bucket 
compared with the economic exhaustion of the masses. 


Production Creates Buying Power 


For those whose livelihood comes from manufacturing 
and the service industries there can be no return of buy- 
ing power until the wheels of industry are whirring and 
pay envelopes appear where there have been none and 
fat ones where they have been thin are again in plentiful 
evidence. What does that signify except that a revival 
of production must precede a revival of consumption? Con- 
sumption pays no wages. Production is income. It is from 
production that wages and salaries and profits arise. When 
accumulated buying power has been exhausted, new buy- 
ing power in the urban industries can arise only from pro- 
duction. 

It is true that agricultural production has not been much 
affected by the business depression. But in that field we 
find that production has been rendered profitless and wage- 
less by the repercussions of the curtailment of production 
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or its complete suspension in other fields. The products of 
the fields cannot be prosperously exchanged for the prod- 
ucts of the factories when there is little of the latter to be 
converted into money in the hands of the workers. 

There is some advance in agricultural buying power because 
prices of farm products have begun to discount improved 
world trade conditions. But this will be but a flash in the 
pan if industrial production does not revive—although to 
such a revival it may be some stimulus. As yet there is 
no sign of it. 

Agricultural production is of such a nature that it must 
go on, regardless of production elsewhere and the state of 
markets for years after industrial production has shrunk 
to the lowest levels. It is being accompanied by the actual 
destruction of products for which there is no use—as in 
the burning of oranges in California, of coffee in Brazil, 
of the abandonment of ripe grain in the West. 


Present Situation Tied Up to Production 


The basic conditions are such that even if reviving con- 
fidence does somehow squeeze out some remnants of reserve 
buying power with some resulting increase in retail sales, 
the expansion would have to be viewed with doubt until 
the production indexes indubitably recorded expansion of 
manufacturing. 

Merchandising indexes infallibly record the actual state 
of trade but they need not indicate the future nor even 
an underlying change in business. 

Factories may be opening, getting ready to open, slowly 
increasing output and employment without much affecting 
consumption. The first proceeds of productive revival will 
go partly to pay debts for old consumption instead of to 
finance new consumption, and the newly employed will 
hardly make much of an advance over the public subsistence 
expenditures that have kept them alive. 

The mobilization of gaining spending power will be slow. 
A reverse proof of this statement is to be found in the 
fact that on the present descending scale retail sales de- 
clined very slowly and that for a long time physical volume 












of sales kept up or even increased. For months after the 
stock market collapse set in and production declined, retail 
business was but little affected. 

After production begins to gain in power and velocity 
and people have conviction that revival has actually set 
in, spending begins to appear. Production makes its own 
markets then. What one group produces buys and con- 
sumes what another group produces. 

But as we are 





of products—would coincide in their ups and downs with 
the production index, but actually they appear to follow 
at some distance. At least that was the case in the last 
depression of comparable magnitude to the present. Car- 
loadings, however, may begin to gain before visible pro- 
duction does. In 1921-22 carloadings began their ascent 
in the first quarter of 1921, somewhat ahead of pro- 
duction but following the beginning of recovery 
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cause of the 
money intermedi- 
ary, if for no 
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Wages and sala- 
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mediately spent. 
It is the writer's belief that produc- 
tion can be going to higher levels for 
some time before it begins to affect re- 
tail buying. 

Such expansion may also be in 
process for a month or so before it is 
detected in the national whole. But 
once the tide of production is flow- 
ing strong there will be no escape 
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or nearly a year 
after business recovery had begun. 
Wholesale trade tells a similar story 
in that period. 

Of course, it cannot be com- 
petently asserted that the last real 
depression is a pattern for this one. 
But it is justifiable to argue that while 
the accumulated need and potential 
demand for consumption goods must 
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served, however, 

that the money consequences of increased production or, 
rather of increased productive activity, may begin to 
precede any large increase in product. 

It is characteristic of our mass production that it takes 
a relatively long time to get under way. A plant may 
be very busy for days or even weeks before the product 
comes rolling out of the final assembly. Production, there- 
fore, may have a good start before the product is in evidence. 

Wages may begin to pour into trade channels before 
they are earned—in the broad sense that the finished article 
is actually the wage. 

The employment index is, consequently a forerunner of 
the production index. In the depression of 1920-21 the 
last low point of the employment index was in January, 
1921, but the last low in production volume was not until 
April. More significant, still, the turn in business activity 
index did not come until July. In the following depression, 
that of 1924, the final‘low was not reached until July in 
production, business activity and employment having 
preceded it by one month. This depression was of such a 
minor character, however, that the buying power of the 
public was not disturbed. The previous depression did 
stun buying power, but only for a relatively short time. 
We are now confronted by both a feeble and an abnor- 
mally restricted purchasing capacity. 

It would be inferred that the operating revenues of rail- 
ways—the principal physical means of the distribution 
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less responsive 
than it was then. Business is far more disorganized 
and far less co-ordinated, due to the longer period 
of inaction. It would seem that there is at least some 
ground for concluding that the distribution of consumer 
goods may lag as far behind the business turn as it did 
then. On the other hand, there is the fact that stocks 
of manufactured goods on hand are now absolutely much 
larger than they were in 1922. The story is much the 
same with raw materials. An acute need and the means 
of purchasing coming together, distribution trades might 
not lag so far behind in the present cycle. In such a 
conjunction inventories might not be excessive relatively. 
That is why we already hear of a possible panic rush 
to buy. 

But here again we come to the fact that the country 
is much weaker in credit and effective currency now than 
it was ten years ago. Both are more in need of building 
up by production than formerly. The fact that goods are 
physically ready to flow into trade may be offset by the 
crippled instrumentalities of trade. But there is an 
ample supply of the makings of credit, and if after 
its long repression commercial credit should suddenly be- 
come liberal and quickly responsive we may witness a trade 
revival that will be coincident with that of production and 
employment. But there seems to be little ground for 
basing our appraisal of business revival solely upon the 

(Please turn to page 622) 
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q “Civilized Nations Can Co-operate to Obtain the Maximum 
Benefits Inherent in Virtually Unlimited Producing Facilities 


and in the Convenience of Fast Transportation and Com- 


munication.” 


g “Each Nation Can Carry SelfContainment and Self- 


Sufficiency to the Maximum.” 


Which Course Will the World 
Choose? 


By Joun D. C. WeEtpon 


OR the first time in history the civilized world possesses 
the technical knowledge and the physical facilities for 
the ready production, at low cost, of all of the ma- 

terial requirements of human existence. It is the grim 
paradox of the age that the attainment of this goal is accom- 
panied not by universal prosperity but by universal de- 
pression. 

Where shortage was the ancient fear, mankind now has 
plenty within its grasp—and does not know how to dis- 
tribute it. The feed trough is full, but the pack spills its 
contents upon the ground in the frantic individual strug- 
gle to obtain a maximum share. Never before has the 
world had so vast a total of goods in which to trade. Never 
before have nationalism and the fetish of self-containment 
so completely blocked the normal channels of trade. 

There are only two courses open. Civilized nations can 
co-operate to obtain the maximum benefits inherent in vir- 
tually unlimited pro- 


some better way can be devised and put into practice. 

It is reasonable to expect that the major initiative should 
come from Europe—and that any and all European pro- 
posals should be realistically examined by us—for a solu- 
tion is far more important to Europe than to the United 
States. In a race of self-containment victory, whether of 
ideal proportions or not, will go to the strongest. The 
United States is incomparably the strongest. 

This fact is recognized abroad even more plainly than at 
home. From the detached perspective of Europe the true 
dimensions of our superb economic position can be seen. 
It is for this reason that the confident buying of European 
speculators and investors has played a large part in the 
recent recovery of American stocks and bonds. There 
could be no more realistic reflection of what Europe thinks 
of the prospects of this country, in comparison with those 
of less fortunately situated nations of the world. 

We have 6 per 





cent of the earth’s 





ducing facilities and 
in the convenience of 
fast transportation 
and communication. 
Or, each nation can 
carry self-containment 
and self-sufficiency to 
the maximum possi- 
bilities of its indi- 
vidual resources. 
Most nations are 
now diligently  fol- 
lowing the latter 
course. That they 
clearly realize its im- 
perfections and clear- 
ly understand that it 
can only mean ruin 
for the weaker par- 
ticipants in the strug- 
gle is plainly shown 
by the fact that they 
will soon assemble in 
a world economic 
conference to see if 
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land surface and ap- 
proximately the same 
proportion of its pop- 
ulation. Yet such are 
the quantity and qual- 
ity of our physical and 
human resources that 
last year we produced 
more than 62 per cent 
of the world’s cotton, 
more than 61 per cent 
of its petroleum, 40 
per cent of its copper, 
37 per cent of its 
coal, 38 per cent of 
its steel and 34 per 
cent of its pig iron. 
Here is concentrated 
nearly 45 per cent of 
the world’s produc- 
tion of electricity. 
Here we have one- 
(Please turn to 
page 620) 
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q Can Revival Surmount Increasing Nationalistic Friction? 


q Does German Arms Threat Mean End of Treaty of Versailles? 


Storm Clouds Gather in Europe 


By Laurence STERN 





CROSS Tempelhof 


ments conditions in the 





Field, favorite parade 


UROPE 


Treaty of Versailles. It de- 








ground of the Kaiser, 
march 180,000 steel-helmeted 
veterans, clad in the field- 
gray uniform of the old Im- 
perial German Army. They 
goose-step proudly and turn 
“eyes right” in salute to 
Chancellor von Papen and 
Crown Prince Friedrich Wil- 
helm. Historic war flags are 
flying. The bands play Prus- 
sian regimental marches. For 
seven hours wave after wave 
of steel-helmets sweep past 
the reviewing stand. 
This is not 1914. 
September, 1932. 
A few days later German 





It is 








THE DANCER SPOT OF 


CZECHOSLOVAKIA 









manded that either other na- 
tions reduce their armaments, 
as promised in the Treaty, or 
that Germany be granted 
equality. It threatened that, 
if the request were refused, 
Germany would withdraw 
from the disarmament con- 
ference at Geneva. 

Even before an answer 
was received, Baron Kon- 
stantin von Neurath, the 
German Foreign Minister, 
pressed the issue publicly 
with a virtual ultimatum. 

“Tt is all too convenient a 
way out,” he said, “to coun- 
sel us to be patient and to 














troops are engaged in army 

maneuvers along the East 

Prussian-Polish border. In this territory, separated from 
Germany proper by the treaty-created Polish Corridor, 
millions of Germans and Poles are as sure of coming 
trouble as they are that the sun will set. 


Arms With the peculiar clumsiness of German 
" diplomacy, General von Schleicher, Reichs- 
Equality wehr Minister, blatantly announces to the 


press that he expects an outbreak of war 
here. He demands arms equality for Germany and an- 
nounces that, if not granted by the other leading nations, 
it will be taken. 

“Germany,” he says, “under all circumstances will do 
what is necessary for her defense. No longer will we stand 
for being treated like a second class nation.” 

In this atmosphere there is something strongly reminiscent 
of the saber-rattling days of 1914. Moreover, it is startling 
to realize that the saber is being rattled by precisely the 
class which rattled it eighteen years ago. The iron fist of 
the Prussian Junkers, staunchest supporters of the Kaiser, 
is again dominant. The Republic, so hopefully established 
when the Kaiser fled, is today a Republic in name alone. 
The rule is, in effect, a dictatorship by von Hindenburg, 
von Papen and von Schleicher. 

On the matter of armaments the German Government 
is scarcely less blunt than von Schleicher himself. In a 
memorandum to the French Government on August 31 
it presented Germany's demand for revision of the arma: 
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comfort us with the idea that 
disarmament of the other 
powers, and therewith our equality, will be realized in 
course of time. We have waited now longer than ten years 
for the fulfillment of our claim.” 

Just at this time when the world is looking hopefully for 
international economic recovery and for a general revival 
of confidence, it is all too apparent that the late war—the 
“War to End All War”—merely succeeded in implanting 
innumerable germs capable of fomenting new war. The 
plain fact is that peace has not been restored and that there 
can be no enduring stability in Europe while the conflict of 
nationalistic will between France and Germany continues. 


France vs. Regardless of changing governments, the 
G clear objective of Germany since the war 
ermany has been to relieve herself of the penalties 


imposed by the Treaty of Versailles. Re- 
gardless of changing governments, the objective of France 
steadily has been to maintain her hegemony and dominance 
es backed by her military power and that of her 
allies. 

It is plain that the German objective cannot be attained 
without seriously impairing the prestige, position and, per- 
haps, the security of France. It is equally plain that the 
French position cannot be maintained without more or less 
permanently keeping Germany, through threat of force, in 
the status of a conquered foe, impoverished territorially and 
economically. 

To a large extent, the war of 1914 was a creation of 
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secret diplomacy. Popular will scarcely was so pronounced 
as to force the issue. Today the vastly important difference 
is that the respective policies of France and Germany un- 
questionably reflect the national will of the respective peo- 
ples. Forty Million Frenchmen may be sure they can’t 
be wrong, but equally sure and equally determined are 
sixty-five million Germans. 

Having in mind the superior numbers of Germans, their 
energy, intelligence, technological competence and dis- 
cipline, the philosophical student of history may well 
wonder whether it is conceivable that in the long run 
France can maintain her will over Europe. 


The cycle of events moves slowly, but there 
is no mistaking the relative positions of the 
two leading actors in the drama. Since Ver- 
sailles France’s policy has been essentially 
defensive. Germany's policy, methodical and patient at 
most times, has been essentially aggressive. France has had 
to retreat. Germany has advanced. 

If there be any doubt of this, recollect that the most 
crushing penalty imposed upon Germany by the Peace 
Treaty was a claim for reparations figured in tens of billions 
of dollars. That this was a mistake particularly in the light of 
the ensuing world depression has been admitted. The debt 
has been composed at approximately 1 cent on the dollar. 

The. persistent and successful struggle of the Germans 
te throw off the reparations yoke—leaving Germany, thanks 
to the inflation and subsequent remonetization, with a very 
moderate national debt—is merely the first wedge of a con- 
tinuing assault upon the Treaty. The world is now wit- 
nessing the active beginning of the second drive, long in 
preparation. It is an attack upon Article V of the Treaty, 
dealing with armaments. 

The preamble of Part V says: “In order to render pos- 
sible the initiation of a general limitation of the armaments 
of all nations, Germany undertakes strictly to observe the 
military, naval and air clauses which follow.” 

Thus, the specific promise of the Treaty, unfulfilled by 
France or Great Britain, would seem to offer legalistic sup- 
port for the German claim of equality. It is not, how- 
ever, a legal problem. Nor is it a problem in which any 
impartial observer can say: “This nation is right and the 
other wrong.” The forces at work are beyond the scope 
of such rationalizing. The diplomacy of Europe, despite 
its suave politeness, is the diplomacy of sheer force. The 
cause of France, wholly individualistic and nationalistic, is 
supported by the most powerful army now in the world. 

Insofar as the prevention of future wars is concerned, the 
Treaty of Versailles is now recognizable as a farce. Its 
real purpose was to 
subjugate the power 
of Germany more or 
less indefinitely, to 
reduce Germany to 
the status of a sec- 
ond class power, 
while strengthening 
the first class status 
of France, Great 
Britain and Italy. 

To this general 
purpose French di- 
ey and French 

nance have held 
steadfast, with the 
result that Germany = Wide World Photos 


today, shorn of her Von Hindenburg 
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Shifting 


Positions 


Hitler 


colonies and of some of her most valuable domestic terri- 
tory, has been virtually surrounded with buffer states which 
are, in effect, French satellites. Most important of these, 
and constituting the sorest thorn in Germany’s side, is 
Poland, a nation of forty million people which in itself 
represents. as remarkable a rebirth of ancient nationalism 
as the world has ever seen—a nation, incidentally, which 
is no longer impotent in a military way. The Polish Cor- 
ridor, carved out of formerly German territory and separat- 
ing East Prussia from Germany proper, gives Poland a 
natural, economic outlet to the sea. From the French point 
of view, Poland, in which French investment has been 
heavy, serves as a buffer between Germany and Russia, 
both ancient enemies of the Poles. 

As with the conflict of aspirations between France and 
Germany, the issue between Germany and Poland is a hope- 
less subject for moralizing. The wisdom of a Solomon would 
be required to compromise opposing claims which appear 
equally valid. No clash of nationalisms in all the world 
is more impossible of happy solution. Nowhere in the 
world is each side more fatalistically resigned to the in- 
evitability of ultimate war. The only question appears to 
be, when. Germany no doubt would prefer it to be after 
she had attained arms equality. France and Poland do not 
want it, but must realize that time is with Germany. 

There is much to be said for the economic validity of 
the new Poland. The redistribution of the territory of 
Middle Europe, other than Poland, has less to commend 
it, having been dictated by political, rather than economic, 
considerations. Here the guiding hand of France, seeking 
chiefly to undermine German influence, has erected a ver- 
itable madhouse of competing states, with the result that 
the majority are literally bankrupt. There appears to be 
scant prospect that the present Stresa conference can solve 
this financial and economic tangle. Germany’s natural trade 
interests in this area rank far ahead of those of France, but 
no doubt German efforts at recuperation there will be left 
to future years, after more pressing interests, such as arms 
equality and the Polish Corridor, have been dealt with. 


Nationalistic 1 this fundamental conflict of European 
interests, however certain it appears to 
be a source of continuing instability, 
there is, of course, no immediate crisis. 


Frictions 


No one wants war. No one is financially equipped for 
war. It is merely that nationalistic frictions are slowly 
developing the fires of future trouble, more or less in the 
precise fashion that Europe has known, with brief inter- 
ludes, for centuries. 

Even without crisis, however, the resulting tensions can- 
not possibly fail to 
affect the entire 
civilized world, both 
politically and eco- 
nomically. In Europe 
particularly, where 
most nations are ab- 
solutely dependent 
u pon. international 
trade, there can be 
no substantial pros- 
perity without a 
background of 
peace. Conflicting 
national aspirations 
today express theni- 

(Please turn to 


Von Papen page 626) 
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Why Oil Continues to Lead 


in Recovery 


Trend Toward Control of Production Strengthens 
Prospect for Securities of Sound Companies 


By N. O. Fanninc 


ALANCING supply and demand is the major problem 
of the oil industry. Three or four years ago the task 
looked well-nigh hopeless, for while consumption was 

steadily gaining, new production far outran it. As a re- 
sult the oil industry suffered the pangs of acute adversity 
long before most other major industries but is today well 
ahead of them on the path to recovery. 

The present favorable position of petroleum is not a 
stroke of circumstance but results from a policy, partly 
enforced in the beginning, but now largely voluntary, of 
controlled output which other industries may be forced by 
economic pressure to emulate. 

In the discussion of oil’s prospective recovery in the 
April 16 issue of this Magazine the progress in curbing 
the tendency toward overproduction was outlined and the 
vast improvement indicated by early 1932 earnings of many 
leading oil companies was shown. This trend toward bet- 
terment has been carried forward at an accelerated pace, 
partly as a result of the maintenance of better crude prices 
east of the Rockies and by virtue of an advance in the 
price of California crude in August, the first rise of the 
year in that territory. The industry is well along in the 
final half of 1932 with higher crude prices on the average 
than existed during the first half of the year. 


Production Rather Than Price Control 


The oil business has been unique, however, among major 
industries with topheavy inventories, in that it has con- 
centrated on the control of its raw material, without placing 
the initial emphasis on prices. The viewpoint of oil leaders 
has been that if the industry could bring its crude oil out- 
put down to the level of demand, even in a year of slightly 
subnormal consumption, prices would take care of them- 
selves. Although it has accomplished the desired balance 
with something to spare, nevertheless the industry, not con- 
tent to rest on its laurels, is planning new reductions in 
order to make possible greater withdrawals from inventory. 
This problem of production control is regarded as being 
at the root of the entire situation, so far as adequate profits 
are concerned. Overproduction has in the past forced 
cheap crude on the market and as a result refiners have in 
turn been tempted to produce too much gasoline, thus over- 
loading the retail markets. Wéith adequate control of the 
raw material, the industry would doubtless be in a position 
to eliminate to a great extent ruthless competition and 
harmful price cutting and thus establish itself on a more 
permanent basis of stability. 
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Production control, however, is more than a domestic 
problem. With the development of great oil fields in 
Venezuela, Colombia, the Dutch East Indies, Persia, 
Rumania and Iraq, as well as in the United States, control 
of the situation in the United States alone is not enough. 
W. S. Farish, president of the Humble Oil & Refining Co., 
recently gave figures showing that ten leading oil produc- 
ing countries have annual exportable surpluses, as follows: 


WE BONGOS ann vices ccsenccavesseee 38,433,000 barrels 
Pete ens leg’, sek vaWe ose mene 20,728,000 ‘ 
ae ecb owed bv eeeeeebae hen 7,805, 4 
EE rere re re ree 110,464,173‘ 
PE ‘nl 25h cb ehcb- cov meses Ohavekes 17,250,000 ‘‘ 
NE Sa al) sae win'c <> UslbunGev coe ebeewe 8,897,000 ‘* 
rr rere 23,790,978 ‘* 
Mh SN 4 éncecseessescesseescon 42,000,000 ‘‘ 
ce eras ane db ivadanees ake bb 35,000, “s 
kh A ee, Pee Se Te eee 40,158 “3 


However, it is believed that the situation is not as com- 
plicated as these figures would indicate, inasmuch as in 
many of the above countries, the production of crude oil 
is controlled either by a single organization, or by a small 
group of organizations which have showed willingness to 
co-operate with one another in curtailing output. Among 
the above countries, only the United States, Rumania and 
Russia can be charged with having overproduced and 
forced cheap oil on world markets. 

The accompanying table shows the 1931 rate of crude 
oil production in various countries of ‘seven leading oil 
groups, which control 48.4 per cent of the world’s crude 
oil production, 25.9 per cent of the production of the 
United States and 85 per cent of the production outside 
the United States. The only producing countries in which 
their position is less than 70 per cent are the United States 
and Rumania. Therefore it follows that if these groups 
co-operated fully in curtailing production, the problem 
would be localized to the two countries mentioned. 

In Rumania efforts are being made to bring about an 
agreement among producers but it is yet too early to gauge 
the results. 


Not Yet Unanimous 


In the United States considerable success has been ob 
tained in controlling production, especially in view of the 
magnitude of the undertaking. There are estimated to be 
at least 50,000 oil producers in this country. It has been 
impossible to obtain anywhere near unanimous co-opera’ 
tion and the anti-trust laws have prevented even the 
large groups from making any formal agreement to curtail 


THE MAGAZINE OF WALL STREET 














for 








>stic 
; in 
rsia, 
trol 
ugh. 
Co., 
Juc- 
VS: 


om- 
; in 

oil 
nall 
3 to 
ong 
and 
and 


ude 

oil 
ude 
the 
side 
rich 
ates 
ups 
lem 


an 
uge 


ob- 
the 
_ be 
een 
ora’ 


the 











production. In the face of these obstacles, a steady decrease 
in production below the 1929 rate has been achieved, but 
it has been accomplished largely by the action of a large 
majority and in spite of the determined opposition of 
minorities in some of the leading fields. 

The problem of production control in the United States 
has therefore resolved itself into that of obtaining the co- 
operation of these minorities. In order to bring this about 
state oil and gas conservation laws have been invoked, and 
at present there is a move on foot to legalize a compact 
among the oil-producing states by which curtailment would 
be effected by uniform methods and on a ratable basis. 

That curtailment in this country has been largely effec- 
tive, however, is shown by the following annual produc- 
tion statistics: 


Se eee eee eee eeeeeeeeseeesseseeee 





A greater degree of co-operation even than that in- 
dicated by these figures has been attained in the past few 
months. In California, where the greatest overproduction 
is believed to have existed since 1929 of any of the states, 
producers have reduced the daily rate of output from ap- 
proximately 520,000 barrels a day to nearly 450,000 barrels 
a day, the decrease being at the rate of 25 million barrels 
a year, which amount can be deducted from the 1932 
estimate given in the table to bring the annual output of 
the country down to 763 million barrels. This represents 
a decrease of 28 per cent compared with the peak produc- 
tion of 1929. 

To return to the situation abroad, Russia, as everyone 
knows has been charged with forcing a portion of her oil 
on European markets and thus depressing the level of prices 
to unprofitable levels. The oil industry of Russia is con- 
trolled by the Soviet Oil Trust which took over the opera- 
tion of the fields from private owners at the time of the 
Revolution. Thus, the Soviet controls an output of 162 
million barrels a year, of which the exportable surplus is 
estimated at over 40 million barrels. This amount of oil 


is obviously sufficient to make considerable trouble in view 
of its proximity to the markets of Germany, France, Eng- 
land and other large European consuming countries, espe- 
cially when added to Rumania’s total exportable surplus 
of 35 million barrels. 

Efforts have been made from time to time by oil in- 
terests of the United States and certain foreign oil groups 
to convince Russia that it would be to the best advantage 
of all concerned to ship her oil into more economic chan- 
nels. At a recent conference in New York, however, the 
Soviet representatives remained obdurate and no agreement 
could be reached. The way was paved, however, for fur- 
ther conferences. 

It is believed that Standard Oil, Dutch-Shell and other 
groups might be willing to take over in part the marketing 
of Russian oil in the European countries and by so doing 
would not only ensure better profits for themselves but for 
the Russians as well. Probably the chief difficulty from 
Russia’s viewpoint is that the Soviet has always opposed 
capitalism and hesitates to make a deal with capitalistic 
organizations because .of possible domestic political com- 
plications. In other words, the Soviet would like to enter 
into an agreement whereby it could get a larger income 
from its oil, but is afraid to do so. The fact is arrange- 
ments have been made by the Soviets in the past to market 
petroleum products in the Near East through Socony- 
Vacuum Corp. and in England through the Anglo- 
American Oil Co., a subsidiary of Standard of New Jersey, 
but the amount involved has been small. It is understood 
that Russia received special concessions on these contracts, 
and the Standard Oil units no longer care to give them. 

Picturing the world oil situation as a whole, it appears 
that the industry is moving ponderously toward a condition 
of stability, but that there are still certain obstacles to over- 
come. It is of course possible that the industry will retrace 
its steps rather than continue to go forward, but certainly 
that does not appear to be the case at present. With the 
United States continuing to show greater co-operation, with 
Russia showing a more conciliatory attitude and with con- 
ferences under way between Rumanian producers, the out- 




































































World Division of Crude Petroleum Production 
Total 8. 0. of N, J.- Socony- Gulf Oil Texas Dutch-Shell lo-Persian- Russian Total 
Production _ 58. O, of Cal. Vacuum Corp. Corp. pee 3 — Soviet 7 groups 
Country (million bbls.) (mil’n bbls.) (mil’n bbls.) (mil’n bbls.) (mil’n bbls.) (mil’n bbls.) (mil’n bbls.) (mil’n bbls.) (mil'n bbls.) 
United States .........0. 850 85 80 45 25 36 None None 221 
Ne oe Apes ntediaSeetas 100% 10% 3.5% 5.3% 2.9% 4.2% 25.9% 
On ee ee 162 None None None None None None 162 162 
Bs Qi Sinwsesken weweak 100% . 100% 100% 
WOMBWONE 665305354 5488o% 119 44 None 18 None 56 None None 118 
» MEe “ae iswaeksasemees 100% 36.8% 15.1% 47.8% 99.2% 
MMGANIA. rhs Geiwecoan vice 48 6 None None None 8 5 None 19 
By Oe sat xe eae cere. a 100% 12.6% 17.2% 10.4% 40.2% 
PU. sscowic gical carton ate 44 None None None None None 44 None “4 
B. Gh witamoiectusvaes 100% 100% . 100% 
Dutch E, Indies ........... 86 4 None None None 28 N 
: one None 32 
A Serre eae 100% 11.1% 171.1% 88.8% 
cage AO OC nko Renta 33 8 None 2 1 18 None None 24 
BiG, azicsncasccvesass 100% 24.2% 6.1% 3.0% 38.2% 71.5% 
ele ba icp ese. aide. 18 18 N N 
P. © wicuur cat 100% 100% or pes gies: _ sais ~~ 100% 
All countries outside U. S.. 620 89 None 20 1 114 57 162 443 
Do lancet nsnaeaon 100% 17.1% 3.8% 21.9% 11% 31.1% 85% 
World Total .~>%........ 1,370 174 30 65 26 - 160 87 162 664 
= ++ Ngg-- ive oke 100% 12.7% 2.2% 4.7% 1.9% 11% 4.1% 11.8% 48.4% 
Interest in Iraq grgnt..... Gan 9.5% 9.5% 4.75% None 28.75% 28.75% None 11.25% 
a ——____— a 
VT ssecaiaiaaiaa a 
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Courtesy, “USSR in Construction”. 


Not Kettleman Hills, U. S. A., But the Richest Oil Field of “Azneft,’ U. S. S. R. 


look takes on a more rosy hue than at any time since 1929, 
when world production had reached its peak. 

One outstanding fact which should be borne in mind in 
appraising the future of the oil industry is that its re- 
markable growth in the past, especially during the past 
thirty years, has been due not merely to the industry’s own 
efficiency, but even more—such efficiency being understood 
-—to the development of new uses for petroleum. Even the 
industry’s own leaders could scarcely have conceived back 
in 1900 the sensational rise of the automobile, which now 
uses more oil than was consumed in all other outlets prior 
to the motor vehicle’s development. 

If it had not been for the automobile, for instance, the 
industry probably would be at about the same place now 
as it was in 1900. In that year its assets were approxi- 
mately 500 million dollars, while at present they amount 
to 12 billions. If the industry does not develop any greater 
demand during the next thirty years, its assets will probably 
be the same then as now. It is the purpose of this article 
to discuss the possibilities in this connection. 

In the first place, is the demand for gasoline likely to 
increase or decrease in the future? The industry has wit- 
nessed a gain in consumption which could never have been 
foreseen by its own leaders. From practically nothing in 
1900, demand has increased to over 400 million barrels in 
1931. As the average crude oil does not yield over 50 
per cent gasoline, this means that 800 million barrels more 
of crude oil a year has to be treated now than in 1900 to 
produce this product alone. Most of the surplus resulting 
from this is fuel oil, and one of the problems therefore 
created by the gasoline demand, has been that of finding 
an outlet for the heavier product. 

The American people are estimated to have invested 
some 25 billion dollars in motor cars during the ten years 
ended with 1931, and in addition to have paid over 7 bil- 
lions in motor vehicle and gasoline taxes. It is difficult to 
conceive of such vast expenditures and the question 
naturally arises in view of present economic conditions, 
whether they can continue. The depreciation of motor 
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vehicles is such that in the absence of any extreme reduc: 
tion in cost this large investment will have to be duplicated 
in order to keep the present number of cars in operation 
during the next ten years. On the other hand, the automo- 
bile has become an integral part of our daily social and 
business life, and no substitute for it is in sight. Hence, 
the tendency will be to buy cars so long as it is possible 
to do so. 

Irrespective of the long term outlook, however, it appears 
reasonable to expect a temporary falling off in gasoline de 
mand of fairly substantial proportions. There is a disposi- 
tion to place certain restrictions on the operations of trucks 
and business in competition with the railroads, and it is 
unlikely that funds will be available in the near future to 
continue road building at the same rate as in the past few 
years. There will also doubtless be a greater tendency to 
economize in the use of automobiles which will result in 
lower annual gasoline consumption per car. With approxi- 
mately 25 million motor vehicles in use in this country, 
using approximately 12 barrels of gasoline per car each 
year, a decline of one barrel in consumption of each car 
would aggregate 25 million barrels for all the cars in use, 
or about 8 per cent. The consumption of gasoline as a 
fuel for airplanes is growing but at present amounts to 
less than 20 million barrels per annum. : 

We have pointed out that the manufacture of gasoline 
has entailed a large surplus of the so-called heavier prod: 
ucts (products of lower gravity), which did not exist when 
kerosene was the principal money product of the industry. 
The table below shows the change in use of products of 
petroleum since 1900: 


Fuel oil and 
Year Gasoline Kerosene Lubricants miscellaneous 
Thousands of Barrels 
ML 5.5 ccaeesuwissate 449,00 44,000 28,000 500,000 
scugenece eevee 120,000 47,000 be,eee pete 
ES SS 6,000 60,000 ; ’ 
it aaa capri "5 60,000 4/000 6,000 


The increase in production of fuel oil and miscellaneous 
products as already mentioned has been a necessary result 
(Please turn to page 624) 
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Bond Pace Becomes More Conservative 


Market Gives Evidence of Paying 


Closer Attention to Business Prospects 


By J. S. WittraMs 


T appears safe to say that the character of the bond 

market has undergone a decided change. After vir- 

tually uninterrupted advance throughout mid-summer, 
prices, on the average, reached their highest level of the 
year on August 23. At this writing the market for more 
than a fortnight has held within a narrow range, slightly 
under previous highest levels. 

Whether there is to be more important reaction or a 
gradual, creeping extension of the recovery, it is apparent 
that the sensational phase of the advance is over and prob- 
able that the market in coming weeks will pay close heed 
to actual economic developments of investment significance. 

While reaction thus far has been unimportant in rela- 
tion to the general price level, it has attained sizable pro- 
portions in some of the more speculative issues, particularly 
junior railroad bonds. Profit-taking by speculative buyers 
probably is sufficient explanation, but it remains to be seen 
whether the moderately lower quotations will again attract 
any substantial fresh demand. 

Among second grade bonds recent fluctuations have 
plainly been influenced by the 


however, and particularly for speculative rails, earning 
power is now the prime consideration. 

Accordingly, the prospective price trend for such issues 
depends overwhelmingly on the business results of the next 
few weeks. Many of these bonds are at prices which would 
be justified only by a genuine recovery in industry, for 
without such recovery the coverage of interest charges on 
various junior bonds will fall short of requirements. Given 
the initial evidence of real industrial gains, there would be 
nothing to prevent substantial further recovery of second 
grade bonds. On the other hand, if hopes of revival again 
have to be deferred, it is to be doubted that most speculative 
bonds could retain present price levels. 

The picture as regards the highest grade bonds is de- 
cidedly mixed. Abnormally high income taxes, diverting 
investment funds to tax-exempt securities, constitute a re- 
tarding factor upon the best quality corporate bonds. The 
fact that Federal finances are not yet completely in order 
is another factor of uncertainty, likely to become more 
prominent when Congress reconvenes in December and 
when additional tax legislation will 
have to be taken up. 





course of speculation in stocks. 
There is scant reason to place much 
faith in this sequence. As a mat- 
ter of fact, the bond market since | 
the end of May has been a much 
more accurate barometer of the 
economic trend than the share 9 
market. Bonds started their re- 
covery more than a month ahead 
of stocks. It may be significant 
that just as the share market tended 
to ignore the initial bond recovery, 
it has now for a fortnight tended 
to ignore hesitation in bonds. 

In short, while stock speculators 
continue to guess confidently on 
the future, bond buyers apparently 
feel that after such a recovery as 
the market has experienced the 
time has come to pause and await 
some more tangible clues to the in- 
dustrial prospect. As regards the 
highest grade corporate bonds, 
which constitute a minority of the 
list, business earning power is not 
immediately important, since even 
at the low ebb of depression it is 
sufficient to cover prior charges. 


PRICE SCALE 
~ 


o 


ss THE M.W.S. Bonp Price AVERAGES 


There is also another puzzling 
question, not to be answered on 
the current evidence. In some 
quarters the sharp rise in various 
commodities, in the more specula- 
tive bonds and in common stocks 
provokes at least a certain amount 
of wonder whether this general 
movement may not be anticipatory 
of a future period of inflation. If 
so, the prospect is one that in- 
vestors in gilt-edged bonds cannot 
fail to take into account. 

On the other hand, normal in- 
vestment factors indicate a favor- 
able prospect for sound issues. 
Depression, despite its losses, re- 
sults in an enormous accumulation 
of surplus capital. Since fresh 
capital expansion, involving new 
issues of attractive bonds and 
stocks, is likely to be restricted for 
at least several years, demand may 
logically concentrate on seasoned 
bonds. The world-wide tendency 
of interest rates is downward and 
it would not be surprising in the 








Or a great many secondary bonds, 
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HE MAGAZINE OF WALL StREET’s BonD Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may 'be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
It is naturally understood that all the issues mem- 
tioned do not constitute recommendations, although the 


relative merit of each is clearly indicated. For those, 
however, who desire to employ their funds in fixed- 
income-bearing securities, we have “starred” those 
which appear to us currently the most desirable on an 
investment basis. Generally, commitments should be 
assumed in accordance with the discussion on the pre- 
vious page. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 








Railroads 





Total Amount 
— of this 

Company debt issue 
(mil’ns) (mil’ns) 


1929 1930 


Fixed Charges 
times earnedt 


Price 


1929 Yield to 
High Recent Maturity 


COMMENT 
1981 





3.9 
3.9 


3.9 


310 152 
310 51 


$10 28 


5.6 
5.6 


Atch., Top. & Santa Fe Gen’! 4s, 1995..... 
Atch., Top. & Santa Fe Adjust 4s, 1995... 


Atch., Top. & Santa Fe Conv, 4%s, 1948... 


High grade investment, 


2.8 95 92 4.4 
Junior to the Gen. 4s, but still a strong 


2.8 93 82 4.9 
issue. 


2.8 165 92 . While unsecured by mtge., road's normally 
high earning power reassuring. 





41 3.3 


4.1 3.3 
4.1 3.8 


220 98 


220 70 
220 84 


Chic., Burlington & Quincy Gen’l 4s, 1958. . 
— ae — & Quincy Ist & Ref. “ay 


Slightly lower in grade than Atch. Gen. 4s. 

Subject to the Gen. 4s and the Ill, division 
bonds. Reasonably high grade. 

Prior in lien to Gen. 4s—Highest class of 
railroad investment, 


24 98% 91 


2.4 93 
2.4 87 84 





1.6 
1.6 


1.3 


Chic., Rock Is. & Pacific Gen’l 4s, 1988... 
Chic., Rock Is. & Pacific Sec, 4%s ‘‘A,’’ 52 


Delaware & Hudson Ist & Ref. 4s, 1943.... 


Unlikely to be disturbed whatever happens, 

Secured by pledge $45 million Ist & Ref, 
4s, 1984. 

Represents large proportion total debt. 


1,0 68 
1.0 42 





2.4 
2.4 


Great Northern lst & Ref. 4%s 1961 2.0 
Great Northern Gen. ‘‘E’’ 4%s, 1977 


%Kansas City Terminal Rly, Ist 4s, 1960.... 


8 als 3 


1.0 83 
1.3 83 Businessman’s investment—subject to prior 
liens totaling 104 million dollars, 
62 J Traffic decline affects status of this once 
reasonably strong issue. 
87 | Guaranteed unconditionally by 12 important 
roads, including the Atchison, Union 
Pacific and the Burlington. Highest grade. 





Louisville & Nashville Unified 4s, 1940 
Missouri, Kansas & Texas Ist 4s, 1990.... 


Missouri, Pacific Ist & Ref. ‘‘F’’ 5s, 1977.. 


Reasonably strong issue. 
e Earnings Missouri-Kansas-Texas, successor 
company. Fairly strong investment. 
Road heavily over-capitalized. 








Missouri Pacific Sec. 5448, 1931/1956 


Missouri Pacific Gen. 4s, 1975 
Missouri Pacific Conv. 5%s ‘‘A,’’ 1949 


ot oe) td 


Secured pledge 181,605 shares N. 0. Texas 
& Mexico stock now selling around $20. 

Subject to the Ist & Ref, bonds. 

Unsecured by mtge.—In a weak position. 
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N. ¥. & Harlem R. R. Ref. (Now Ist) 
3%s, 2000 

N. ¥. Central & H. BR. Mtge. $%s, 1997.. 

N. Y., N. H. & Hartford Ist & Ref. 4%s, 
1967 
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b Earnings N. Y, Central, guarantor—High 
Central System—strong 


Also, other 


le. 
a Earnings N, Y. 
issue. 
Prior liens total $64 million. 
large debt equally secured. 
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N. Y¥.. N. H. & Hart Conv. Deb. 6s, 1948.. 


Secured under the Ist & Ref. mtge. 

yes by pledge $23 million Ist & Ref. 
onds, 

Also secured under the Ist & Ref. mtze. 
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*N. Y., N. H. & Hart. Harlem River & Port 
Chester Ist 4s, 1954 
Norfolk & Western Ist Cons. 4s, 1996 
Oregon-Wash. R. R. & Navigation Ist & 
Ref. ‘‘A’”’ and ‘‘B’’ 4s, 1961 


@r% 
339 


High grade railroad investment. 
Exceedingly high grade investment. 


Guaranteed by Union Pacific. 


83 
98 


80 


ot 





Reading Co. Gen’! & Ref. i‘. 4%s, 1997.. 
Southern Railway Ist Cons, 5s, 1994 
Southern Railway Dev. & a " 4s, 1956... 


Road heavily capitalized. 
Medium grade investment. 
Junior to the Cons, 5s. 


i 


84 
70 
42 





Southern Pacific R. R. Ist Ref. 4s, 1955.. 
Southern Pacific Co. 40-Yr. 4%s, 1 
*Union Pacific Ist R. R. & L. G. 4s, 1947.. 
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Moderately strong issue. 
Unsecured by mortgage. 
High grade investment. 


81 
60 
94 
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Public Utilities 





Am. Gas & Electric Deb. 5s, 2028 197 50 2.5 2.4 
American pa Works & Electric Deb. 
ssq 6s, 
*Am., Tel. Py Tel. Coll. 5s, 1946.. 


Among the better holding co, investments. 

Moderate decline in recent earnings. A 
fair holding company investment. 

High grade investment. 


97% 86 


106% 82 
104% 104 





Am, Tel. & Tel. Deb. 5s, 1960 
— Gen. Elec, Gen. & Ref. ‘‘B’’ 4%s, 
Carolina Pwr. & Lt. Ist & Ref. 5s, 1956... 


Unsecured by mtge., but well protected by 
earning power, 


Better grade investmen 
Lacks cushioning Sect of junior issues. 

Only medium grade. 
Medium 


105% 101 


os 100 
102% 78 





— Til. Pub. Ser. Ist & Ref, “‘F’’ 4%s, 


Latest earnings somewhat lower. 


97% 7% grade, 
i 104 Well ates by assets and earning power 


—Highest grade. 
103 Junior to Ist 5s, but still good investment. 
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Street's Bond Appraisals 
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Public Utilities (Continued) 


Total Amount Fixed Charges Price 
= of this times earnedt 
debt issue 9 =————__+~—____, Yield to COMMENT 


Company 
(mil’ns) (mil’ns) 1929 1930 1931 wich Recent Maturity 
Columbia Gas & Electric Deb. 5s, 1961.... 162 103 3.9 2.9 ° 87 5.9 Bank loans reduced to $33,000,000—against 
a high of $44,000,000, 


Consumers Power Ist & Unif, 4%4s, 1958... 98 68 4.5 3.7 98% 99 4.6 Com’nw’lth & South. control. High grade. 
xDetroit Edison Gen. & Ref, ‘‘D’’ 44s, 1961, 129 119 a 2.9 2.9 a 97 4.7 Strong investment. 
Duke-Price Power Ist ‘‘A’’ 6s, 1966........ @ 36 1.2 1.2 105% 62 9.9 Relatively thin equity. Some difficulty 
about payment for power delivered. 
Duquesne Light Ist ‘‘A’’ 4%s, 1967....... 70 70 F 6.8 5.4 100% 101 4.5 High grade investment. 
Georgia Power Ist & Ref. 5s, 1967........ 118 98 2.7 2.2 98%, 87 5.9 Reasonably good investment, 
Illinois Bell Telephone Ist & Ref. 5s, 1956 68 49 4.0 4.9 105 104 4.7 Exceedingly strong issue, 
Louisville Gas & El, Ist & Ref. ‘“‘A’’ 5s, 62 31 27 3.3 3.3 104 101 Good investment caliber. 
Metropol’n Edison Ist & Ref. ‘‘D’’ 4%s, ’68 41 40 3.3 2.5 99 85 Fixed charges covered by good margin. 
New York Edison Series ‘‘B’’ 5s, 1944.... 99 85 6.9 4.9 105 104 Strong investment issue. 


*N. Y. Power & Light Ist 4%s, 1967 67 66 3.0 2.7 95 90 Better grade issue, 
North American Deb. 5s, 1961 $11 25 2.2 2.0 i 87 Recent financing frees both parent co. and 
subsidiaries of bank indebtedness. 


Oklahoma Gas & El, Ist 5s, 1950 42 34 £8: os oe 90 Expiring franchises all renewed satisfac- 
torily. No more expirations before 1934, 
Pennsylvania Pwr. & Lt. Ist 4%s, 1981.. 132 121 i 7 2.6 ea 89 Reasonably strong investment issue. 
Pub, Serv. No, Illinois Ist & Ref. 4%s, ’81 40 2.6 2.5 oe 81 A businessman’s investment holding. 
Puget Sound Pr, & Lt. Ist & Ref. 5%s, °49 74 61 x ° ° 78 A Medium grade issue. 
San Joaquin Lt. & Pwr. Unif, & Ref, ‘‘D’’ 
34 33 2.4 1.9 102 93 Reasonably strong investment. 
United Electric N. J. Ist 4s, 1949......... 281 19 . ; ve 96 Earning — Service Corp., N. J.—High- 
est grade. 
Utah Power & Light Ist 5s, 1944 56 37 \. 1.9 1.8 101 83 Medium grade. 


Western Union Fund. & R. E, 4%s, 1950... 108 20 . 99%, 67 \e Unsecured, but creation of any mortgage 
would have to place this issue in pre- 


ferred position. 
Western Union Deb, 5s, 1951 108 15 2.8 2.1 103% 69 Recent economies improve protection. 
































Industrials 


103% 
122% 
99% 





Medium grade obligation. 

Asset value 12/31/31, $1,275. 

Strong issue, but business hard hit, 
Medium grade investment, 

Copper tariff obscures outlook. 
Substantial margin of safety in earnings, 
Hard hit by construction curtailment. 
High grade issue. 

Among the better industrial debentures. 
Industry hard hit—Medium grade. 

Hard hit by the slump in construction. 

In the highest class of industrial investment. 
Speculative, though co. strong financially. 
‘‘Medium to strong’’ issue. 


CO 
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Aluminum Co. of Am. Deb. 5s, 1952 
American International a 5s, 1949... 
American Radiator 4%s, 1 
Bethlehem Steel Ist & Ref. me lo er 
Chile Copper Deb. 5s, 1947 
Com’l Investment Tr. Conv, Deb. BY%s, 1949 
Int. Cement Conv. Deb. 5s, 1948 
Lehigh Coal & Nav. Cons. ‘‘A’’ 4%s, i954. 
National Dairy Products Deb. 5%4s, 1948.. 
National Steel Corp. Ist Coll, 5s, 1956..... 
Pennsylvania-Dixie Cement Ist 6s, 1941.... 
*Procter & Gamble Deb. 4%s, 1947 
Remington Rand e™ ‘inal 5Y%s, 1947.. 98, 
Sun Oil Deb. 5%s, 1 102 
xSwift & Co. Ist 5s, i. 102% Well secured. Rise in meat helpful. 
Swift & Co, 5% Notes, 1940 R - Unsecured and subject to about $25 million 
prior liens. Medium grade. 


Youngstown Sheet & Tube Ist ‘‘A’’ 5s, '78 def 102 Unsatisfactory earnings continue, 
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Term Issues 


Fixed Charges’ 
of this times earnedt 





Company Due issue =a" Recent Yield to COMMENT 
date (millions) 1931 Price Maturity 

Am. Sugar Refining 44 6s.. nae 1.1.37 8 7.1 104 
Atlantic Refining Deb. 7.1.87 14 1.6 100 
California Gas & El, nil, & Ref, Mtge. 5s 11.1.37 13 2.4 1038 
xChicago Gas, Light & Coke Ist 5s 7.1.37 10 1038 
Commercial Credit Notes Series ‘‘A’ 6s.. 11.1.34 98 
Con, Gas El, Lt. & Pwr. (Balt.) Gen, 4%s 2.14.35 15 102 
Cudahy Packing Deb. 5%48............ +++ 101,87 90 
Detroit Edison Ist & Coll. 5s . Laas 101 
General Motors Acceptance Deb. 6s 2.1.37 103 


Gulf Oil Deb, 5s 100 
102 


95 
102 
103 


104 
101 


3 





» 
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Being steadily retired. 

Reasonably safe investment. 

Assumed obligation Pacific Gas & Electric. 

Exceedingly high grade investment. 

Sound medium grade issue. 

Strong investment, 

Rises sharply on higher meat prices. 

Of the highest class. 

Businessman’s investment. 

‘*‘Medium to high” grade issue. 

Normally a wide margin earned over int. 
requirements. High grade. 

Guaranteed by Bethlehem Steel. 

Gilt-edged. 

High grade issue. 

Of the highest grade, 

‘*Medium to high’’ grade obligation, 
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Midvale Steel & Ordnance Cons. 5s 
*New York Telephone 1st 4 Gen, 4%s 
Norfolk & Western Imp. & Ext. 6s 
Pacific Tel. & Tel, Ist & Col, 5s 
_Pennsylvania R. R. Sec. 6%s 
ae ay He Light & Power (Mo.) Ref. 
Ext. 
V’ginia Rail & Pr. Ist & Ref. (now _ 5s 
W’'n N. ¥. & Pennsylvania R. R. Ist 5s.. 





5° 90 23 90 
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No refunding difficulties anticipated. 
Strong issue, 
Penn. R. R. control—good investment. 


% Our preferences in above list. § Indicated approximately. NF—Not available. 

+ Fixed charges times earned is computed on an ‘‘over all’’ basis. In the case of a railroad, the item includes interest on funded debt and 
other debt, rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, 
subsidiary ‘preferred dividends, minority interest, etc, 
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NORTHERN PACIFIC 











No Bank Loans— No R. F. C. Loans 
—No Maturities for Sixty Years 


Excellent Position to Show Rapid Earnings Recov- 


ery Under More Favorable Business Conditions 


By Rosert C. WELcH 





























N an examination of the system comprises 
Northern Pacific, some 7,000 miles of 

“A ha "6 ee Northern Pacific’s Strong Financial track. Ng cota 
strikes the eye is the mining and lumberin 
unusually sound finan- Structure are cs the rite 
cial structure of this Amount Maturity pal activities of the ter- 
important granger Prior Lien Railway & Land Grant 4s...........+.+. $107,399,000 1997 ritory it traverses. In 
road. When so many General Lien Mortgage 36 .........-e.eseeeeeeeees 54,551,000 2047 1931, 224% of the 
of the large railroad Refunding & Improvement Mtg. 4%s, 5s and 6s.... 145,661,000 2047 road’s freight tonnage 
systems of the country All other funded debt ..........cseeeceeeeseeecves 6,291,000 Various comprised products of 
are financially embar- Current assets June 30, 1982 ............0...005 $23,953,937 agriculture, while prod- 
rassed and obliged to Current liabilities June 80, 1982 ..............05 10,556,065 ucts of mines and for- 
have recourse to the ests, chiefly lumber and 
Reconstruction Finance Working capital ..,......sssesceceescececes $13,397,872 bituminous coal, made 
Corporation to meet Investment in Stocks and Bonds other than those of up more than 59% of 
their needs, it is re- affiliated companies .......+..ceceeseeeeesvees $7,043,628 the total. This latter 
freshing to observe that type: of traffic reflects 
Northern Pacific has the degree of activity 
gone through the de- in the steel, building 
pression to date without having to bor- financing purposes on _ respectable and allied industries which were hit 


row a cent. Indications are that it can 
go on under present depressed general 
business conditions quite a way before 
there would be any pressing need for 
outside money. 


Strong Debt Position 


For nearly a decade this road has not 
found it necessary to do any major 
financing, funded debt, as a matter of 
fact, having been partly reduced con- 
trary to the situation existing for rail- 
roads as a whole. For the years 1921- 
1930 inclusive, surplus after all divi- 
dend payments was in excess of $54,- 
000,000, and these funds derived from 
earnings were sufficient to take care of 
the capital expenditures of the system. 
It is in times such as the present, when 
it is so difficult to obtain money for re- 
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terms, that security holders can feel 
grateful to those managements that 
have placed their company’s finances on 
a long-term basis. Northern Pacific 
has no early maturities of any conse- 
quence. The first large bond issue 
falling due is the Prior Lien, Railway 
& Grant Land 4s which mature Janu- 
ary 1, 1997. Another very interesting 
and encouraging feature of the com- 
pany’s financial structure is the fact 
that over 50% of its total funded debt 
carries an interest rate of 4% or less. 
The main line of Northern Pacific 
extends from Duluth, Superior, St. 
Paul and other points in Minnesota and 
Wisconsin, almost due west to the 
Pacific Coast. On the Coast, it serves 
practically all important points between 
Vancouver and Portland. With its 
numerous offshoots, north and south, 


as hard as any during the depression. 
It is not surprising, therefore, that 
earnings of the road have been sharply 
curtailed. While the movement of 
grain is an important factor in the earn 
ing power, this alone by no means de- 
cides how well Northern Pacific will 
do. General revival of business ac’ 
tivity is necessary, but when it comes 
the movement of raw material should 
find immediate and substantial reflec 
tion in the earnings of this road. 


Earnings Prospect 


While it is highly important under 
present conditions that the company’s 
finances are in good shape, fundamen: 
tally, of course, the: ultimate value of 
its securities will depend upon earning 
power. Examining the past, the per 
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formance of Northern Pacific is grati- 
fying in that it has shown unusual sta- 
bility in earnings. In the ten years 
from 1921 to 1930 inclusive, income 
available for the common stock did not 
go below $5.23 a share and ran as high 
as $8.90 a share. In 1931, in addition 
to contending with depressed general 
industrial conditions, earnings were 
affected by the drought in the North- 
west, and net railway operating income 
was more than cut in half. However, 
a special dividend of $5,000,000 re- 
ceived at the end of the year from the 
Northwestern Improvement Co., a 
wholly-owned subsidiary, enabled the 
company to show $3.59 a share earned 
on the stock, comparing with $6.95 a 
share earned in 1930. For the six 
months ended June 30, 1932, a deficit 
after charges was reported of $4,782,- 
000 which compares with a deficit of 
$885,000 for the corresponding period 
of 1931. July earnings were also poor, 
with an operating deficit for the month 
of $206,366. 


Late Months Important 


Normally, this road makes 75% of 
its net operating revenues in the last 
five months of the year. With the out- 
look indicating a satisfactory crop 
movement in the Northwest this fall as 
compared with a decidedly subnormal 
movement last year, a much better com- 
parative showing in the second half can 
be expected. Taking into consideration 
the fact that $3,317,000 less income 
will be received from Chicago, Burling- 
ton & Quincy, in which a one-half in- 
terest is held, and also supposing that 
the Northwestern Improvement Co. 
will not make any special payment this 
year, nevertheless, it appears quite 
probable that the 
upturn in fall 


ance appears in a much more favorable 
light. In the Southwest, for example, 
the outlook for the crop movement is 
not nearly as good as in the Northwest, 
and many of the large southwestern sys- 
tems will undoubtedly show heavily in 
the red. By breaking even this year, 
Northern Pacific will not have impaired 
its strong financial set-up, and will be in 
a position to resume dividend payments 
just as soon as general business activity of 
the country is on a more normal basis. 

Northwestern Improvement Co., 
Northern Pacific’s wholly-owned sub- 
sidiary, possesses valuable coal, iron 
and other mines. It has demonstrated 
an earning power in the neighborhood 
of $2,000,000 annually, and in addi- 
tion, is estimated to possess around 
$15,000,000 of liquid assets. Its regu- 
lar dividend rate is 4% on the 248,000 
shares outstanding, which brings into 
Northern Pacific’s treasury $992,000 a 
year. It is possible, of course, that an- 
other extra disbursement will be made 
this year, in which case something 
might be shown earned on Northern 
Pacific stock. In addition to the North- 
western Improvement Co., and a half 
interest in Chicago, Burlington & 
Quincy, the road owned approximately 
6,000,000 acres of land-grant land. 
Validity of title has been questioned in 
certain cases and in 1929 a bill was 
signed removing nearly 3,000,000 acres 
from land-grant which will be used for 
forest conservation purposes. Thelegality 
of this legislation has been questioned 
by the management on the basis that 
the road has not secured adequate com- 
pensation. 

A good example of the depths to 
which security prices fell this year is 
Northern Pacific stock’s low of 514, a 
price about equal to annual dividend 





payments over a ten-year period. Pre- 
vious to 1931, the low registered for 
the stock in this century was 493% in 
1923. In 1901, when in the process 
of a “corner” in the stock, it rose as 
high as 700 on the Stock Exchange, 
with private settlements as high as 
1,000 reported having been made with 
those short of the stock, ultimately 
reaching a settlement price of 150. This 
corner in the stock coincided with a 
move then afoot for a merger of the 
road with the Great Northern and 
Burlington through the medium of the 
Northern Securities Co. and repre- 
sented a fight for control between the 
Harriman and Morgan interests. Re- 
cently an attempt was made to merge 
Northern Pacific and Great Northern 
but was abandoned early in 1931 be- 
cause of the inability of the roads to 
draw up an acceptable plan for the 
segregation of the Burlington, which is 
jointly held. 

Northern Pacific has a simple capi- 
tal structure. There is outstanding 
$303,902,000 funded debt and equip- 
ment trust obligations, and 2,480,000 
shares of capital stock of a par value of 
$100. Dividend record is impressive; 
since 1899 there has been no interrup- 
tion in payments until June of this year 
when directors took no action on the 
semi-annual dividend due at that time. 
For the past ten years, the dividend 
rate on the stock has been $5 per share 
per annum, with the exception of 1931, 
when total dividend payments were 
$4.50. 


Competitive Position 


In regard to the various fundamental 
problems that have been troubling the 
railroads of the country, Northern Pa- 

cific is well situ- 


ated. While truck 





traffic will be suf- 
ficient to enable 
Northern Pacific 
to at least cover 
its interest charges 
for the full 1932 
year, 

While — stock- 
holders of North- 
ern Pacific on 
frst thought 
might not be ex- 
pected to feel par- 
ticularly thrilled 
over the fact that 
the road has a 
good chance to 
reak even this 
year, when com- 
parison is made 
with the results 
of other roads, 
such a perform- 
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An Example of Northern Pacific's Tractive Power . 


competition is a 
factor, it is not 
likely to be a 
very ‘important 
one in view of 
the fact that a 
large .percentage 
of this road's 
business is of the 
long haul variety 
in commodities 
that it would not 
be practical for 
trucks to handle. 
Airplane compe- 
tition with the 
railroads has its 
most important 
effect on passen- 
ger trafic. When 
it is considered 
(Please turn to 
page 622) 
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What Closer Regulation of the 
Utilities Means to the 
Investor 


ETWEEN now 
and _ Election 
day, early in 

November, the 


Effect of Prospective Legislation 
on Various Types of Companies 


By Francis C. FuLLertTon 








Sound Utility Common Stocks 


Such action is no 
doubt justified to 
curb certain isolated 
instances of abuse 


American public 
will be treated to 


on the part of some 
utility managements, 





much political dis- 
cussion by the speak- 
ers of the different 
parties on the prob- 
lem of the regula- 
tion of the public 
utility industry. 
Whatever candi- 
date is successful in 
the national election, 
the convening of 


American Gas & Electric.... 
Brooklyn Union Gas ...... 
Columbia G. & El........ 
Cons. Gas of Balt........ 
Cons. Gas of N. Y....... 
Louisville Gas ‘‘A” ...... 
North American ......... 
Pacific Gas & Elec........ 
Pacific Lighting ......... 
Public Service of N. J. ...... 
United Gas Improvement .... 
American Tel. & Tel..... 


Common Stock 
% of Gross Earn: 
Remaining for 5-Yr. Av. 
Common 1927-31 Latest 

22.4 . $4.23 2.79 
‘i, RA 1.67 6.94 
sae 288 1,92 1,09 
eos 21.8 5.44 2.56(c) 
oo. OBS 4.66 4.16 
coe 83,1 2.36(a) 2.19(a) 
coe 108 4.17 2.83 
«oe 106 3.08 1,09(c) 
ose 38.0 4,28 4.28 

15.4 3.50 1,85 (c) 

32.2 1.39 1,41 
oe TA2 12.67 (b) 4.02(c) 


Div’d Price 

144% 87 but to carry the 
5 80 regulation of the 
ice: (it managements of or- 
3.60 67 ganizations too far 
‘ 61 may act to hinder 
1.75 21 rather than promote 
10% 40 the development of 
2 31 the industry. A 
8 43 certain amount of 
3.20 51 initiative, vision, and 
1.20 20 freedom of action is 


9 
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needed for the best 


Congress in Decem- 
ber will undoubtedly 
mean renewed and 
aggressive discussion 





(2) Total amount distributable on Cl. A. 
(b) Not including undistributed earnings of subsidiaries. 
(c) Six months. 


interests of the in- 
dustry. Manage- 
ment problems must 
be solved according 











and possibly critical 








legislation _ bearing 

on the public utili- 

ties. Investigations conducted by the 
Federal Power Commission and the 
Federal Trade Commission over the 
past months will provide ample data 
for both radical and conservative mem- 
bers. 

Aside from the increasing interest 07 
the part of the Federal Government in 
this important question, recent “in- 
cidents in the realm of regulation by 
state commissions indicate a more 
stringent policy toward the public 
utility companies. 

What will be the outcome of all this 
and how will the investors be affected 
by this trend to closer regulation and 
threats to rate structures? 

The strong-arm policy of state com- 
missions recently has shown itself in 
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two forms: (1) Overstepping of the 
purely regulatory function and en- 
croaching on matters relating to man- 
agement, and (2) the introduction’ of 
a new principle in determining the rea- 
sonableness of rates which, if upheld 
by the courts, may seriously affect the 
standing of the utility companies. 

Public service commissions in certain 
states, notably in New York and Wis- 
consin, have recently forbidden the 
payment of common stock dividends 
in some instances. They have also 
ordered the abolishment of manage- 
ment fees, have passed upon security 
issues and capital structures, and have 
made other rulings which show a tend- 
ency toward restricting the manage- 
ment of the companies. 


to the special cir 
cumstances in con: 
nection with each, rather than by 
arbitrary commission rulings. 

Perhaps a more serious matter affect: 
ing the utilities is the ruling handed 
down earlier in the year in the Wis 
consin Telephone Co. rate case. The 
Wisconsin Telephone Co. applied for 
an increase of 25% in revenue, but 
the Wisconsin Public Service Commis 
sion instead of granting an increase 
ordered a temporary reduction of 
124%. The commission introduced a 


‘new concept into the problem of de 


termining the reasonableness of rates 
which holds serious consequences 10 
the utility companies if upheld. 
This new concept is that the utilities 
shall be “content with a more moderate 
return than is their due in times 0 
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subnormal business conditions.” The 
lessened purchasing power of the con- 
sumers resulting from prolonged de- 
pression is considered and the argument 
presented that the dollar has increased 
more than one-third in purchasing 
value since 1929. 

It is not likely that this attitude on 
rates will be upheld in the courts, 
where it is being contested. The rul- 
ing ignores entirely the fact that rate 
regulation is based on allowing a fairly 
fixed rate of return on the investment 
made in the properties. 


Utility Rates Protected 


The very heatt of the whole matter 
of public utility regulation is the rate 
question. Public utility charges are re- 
quired to be reasonable and just. The 
consumer on the one hand is entitled 
to protection against unreasonable 
charges while the utility companies on 
the other hand are entitled to just com- 
pensation for the services rendered by 
them. Not only must the credit of the 
company be protected but the investors 
in utility securities must be safe- 
guarded. 

The two significant factors involved 
in rates are first, the rate of return 
which should be allowed and second, 
the valuation of the properties on 
which the rate should apply, 

i.e., the investment made by 


utility industry. Of the total electric 
capacity in the United States at the 
end of 1930, approximately 84% was 
built or replaced during this period; 
about 69% of the manufactured gas 
capacity was either built new or re- 
placed and about 83% of the telephone 
capacity. If the present lower level of 
costs becomes stabilized, the utility 
companies will find themselves with a 
large capacity of high cost properties 
and may well present a serious problem 
in the coming years. 

Regulation of public utility com- 
panies at the present time is confined 
almost solely to the individual states 
in which the properties are located. In 
other words, only the operating com- 
panies are now subject to regulation 
as these companies actually own the 
property.. The holding companies, on 
the other hand, have no actual physical 
property subject to regulation and 
therefore they are largely beyond the 
authority of the state commissions. 

In discussing holding companies, dis- 
tinction should be made between the 
two types, the localized holding com- 
pany and the diversified type of hold- 
ing company. 

The localized holding company con- 
fines itself to a particular geographical 
area, owning all of the local operating 
companies therein. Through merger of 





the interconnected and adjacent operat- 
ing companies and through the simplifi- 
cation of the capital structure, the 
localized holding company frequently 
becomes in effect a large operating com- 
pany. In some cases, a localized hold- 
ing company is organized to control an 
operating company to avoid certain 
legal and other complications. From 
an investment standpoint, however, it 
may be considered an operating com- 
pany. 


Federal Regulation 


The diversified type of holding com- 
pany owns operating properties or 
groups of operating properties in 
widely separated territories. This type 
of holding company is built on top of 
the operating properties through the 
control of all, or a majority, of the com- 
mon stock of the operating companies 
in its system. From an investment 
point of view, the securities of this type 
of company are usually less conserva- 
tive than those of operating com- 
panies. 

The wide territorial expanse of the 
properties of public utility holding 
companies, especially of the diversified 
type, suggests a form of Federal regu- 
lation. The approach to Federal regu- 
lation, however, is still a matter of con- 

siderable conjecture. 
Two avenues of approach 








the company. 

A study of the 120 cases 
of commission decisions re- 
ported between 1915 and the 
end of 1930, in which the 
rate of return for electric 
utilities was fixed, shows that 
in the great majority of cases 
the rate was between 7% 
and 8%. State utility com- 
missions have been guided by 
court decisions in ruling on 
rate cases coming within 
their power to regulate. 

The problem of the fair 
value of the property is a 
knotty one as it involves op- 
posing viewpoints on valua- 
tion. To protect the investor 
in the utility companies, a 
return should be allowed on 
the actual investment made 
in the properties regardless 
of current value. On the 
other hand, it is perhaps sig- 
nificant that construction 
costs have declined sharply in 
the past two years, fully 
25%, after having remained 
fairly well stabilized at the 
higher level since 1918. The 
thirteen-year period, 1918 to 
1930, was one of rapid and 
necessary expansion for the 
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are open, first, the regulation 
of holding companies which 
sell securities in interstate 
commerce, and second, the 
regulation of rates of utility 
companies operating across 
state lines. 

There is indeed a tendency 
toward increasing interstate 
operations in the utility field. 
The large scale inter-connec- 
tions of electrical transmis- 
sion lines to form  super- 
power systems extending over 
several states, the large de- 
velopment of long distance 
natural gas pipe line systems, 
and the rapid growth of long 
distance telephone service, 
give rise to problems which 
are not in the power of in- 
dividual state bodies to regu- 
late, but would fall within 
the jurisdiction of a Federal 
body. The amount of elec- 
tricity transmitted between 
states is still small compared 
with the total generated, but 
has been showing a rising 
trend and is now probably 
between 12% and 13%. 

The effect of closer state 
regulation or even of prospec- 

(Please turn to page 624) 
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Companies Whose Economies Have 
Placed Them on a Promising 
Basis for Investment 


Small Upturn in Gross Should Find Broad Gains in 


Net Earnings and Corresponding Increases in Value 


HE present depression has been so all-embracing in 

its adverse effects that there is barely a company 
which has not been obliged to introduce drastic 
economies in its operations. . The striving for greater efh- 
ciency, however, has taken many forms. There is the con- 
cern which, by ruthlessly cutting wages and dismissing em- 
ployees, makes a fair showing in times like these. Yet, 
when business improves, this same company must bid 
frantically for experienced men. Such an organization will 
have to be rebuilt and it is not unlikely that the manage- 
ment will find that true efficiency has been impaired by the 
depression rather than bettered. On the other hand, there 
is the company which has concentrated upon obtaining 
permanently improved efficiency. It too, has probably re- 
duced wages, but less drastically. This company is likely 
to have staggered the available work with a view to hold- 
ing together its organization. It is likely to have re-routed 


production and distribution to advantage. It is almost cer- 
tain to have eliminated those parasitical departments and 
cperations which almost inevitably grow around a prosper- 
ous company doing as much as it can possibly handle. This 
is true economy which will not be wiped out at the first 
breath of the business turn. It will persist through business 
improvement and there will be rising net profits as the 
gross increases moderately. 

It is with a view to aiding investors in their choice of 
such companies with permanently improved efficiency that 
we have prepared the following brief analyses. They are 
characterized by sound management, a smaller decline in 
net than in gross, or the reduction of loss in the face of a 
further slump in gross, backed by evidence of physical— 
in contrast to financial—economy. They should prove 
profitable stocks to acquire on any sizable market re- 
cessions. 


American Rolling Mill Co. 








S is the case with all 
companies falling into 


year, there was so little im- 
provement that a deficit of 


the category of steel % Price—1932 Div. Yield $572,000 was reported, al- 
manufacturers, the American High Low Recent $ Yo though it should be remem- 
Rolling Mill Co. has suffered 18% 3 16 _ — bered that this was smaller 
severely in the current depres- Net wetking capital per share...... $15.09 than in the corresponding pre- 


sion. The volume of business 
has fallen precipitously and 
prices with it. As a result, the 








Latest earnings six months to 6/30/32, Deficit 


vious period with operations 
around 50% of capacity. Yet, 
in the second quarter of the 














company has been driven into 
operating at a deficit. This, 
however, is but half the story, for a deficit is much less 
alarming when one knows that it is being vigorously com- 
batted and that many of the economies effected will be of 
a permanent character. 

That the American Rolling Mill Co. has been more than 
ordinarily successful in offsetting the decline in business 
and prices, finds substantiation in the company’s earnings 
statements. In the first quarter of last year, for example, 
operating at the rate of some 50% of capacity, a deficit of 
$663,000 was sustained—and this incidentally represented 
an improvement of 50% compared with the preceding 
quarter. In the following three months, however, in the 
face of a 3% decline in operations and a further recession 
in prices, the company realized a profit of nearly $160,000. 
Nevertheless, further economies became necessary, for 
operations in the September quarter fell to 32% of capacity 
and even lower in the last quarter. Starting the present 
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present year, American Roll- 
ing Mill effected a reduction 
of nearly 32% in this operating loss, although operations in 
this later period averaged 10% under those of the first three 
months. 

In view of this showing it is quite evident that profits 
will increase rapidly, once business commences to forge 
ahead. Indeed, the company itself implied in the last 
annual report that it could be prosperous on considerably 
less than a normal volume of business. 

This is not to deny, of course that the company has im: 
portant obstacles to hurdle. In the first place, the neces 
sary base for profitable operations, improving business, 1 
barely discernable at the present time, and however rela’ 
tively efficient a company may be, it cannot go along sus 
taining deficits indefinitely. In the second place, despite 
the assurance afforded by current assets of $28,419,438 
compared with current liabilities of $2,627,325, there 1 
the matter of $15,000,000 in notes which become due next 
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year. While it is probable that these notes can be re- 
financed without difficulty in the event of profitable opera- 
tions, it must be frankly recognized that investors and in- 
stitutions are chary of lending money to a concern which 
is constantly losing it. 

On the other hand, it savors of rash guessing to antici- 
pate the difficulties of a maturity which is more than a year 
away. Especially is this so in times like the present when 
the financial skies cloud and clear with unbelievable 
rapidity. The American Rolling Mill Co. is after all an 
important unit in the industry, with its process of pro- 
ducing steel sheets by continuous rolling, its domestic and 
foreign sales organization ,and the world-wide good-will 


which attaches to its product. “Armco” ingot iron is 
known from here to Timbuctoo for its corrosion resisting 
qualities. Moreover, the demonstrated efficiency of the 
company’s management has also taken the form of attempt- 
ing to widen the existing scope of operations. For ex- 
ample, there is nearing completion in a Cleveland suburb 
a frameless steel house with possibilities of low price and 
comfort which may revolutionize the building industry. 
While admitting—even stressing—that the common stock 
of the American Rolling Mill Co. is a radical speculation 
at the present time, it is at least one where the potentiali- 
ties give every indication of being commensurate with the 
risk. 


General Mills, Inc. 





and salaries have been reduced, 





ENERAL MILLS. Inc., 
is among that small and 


although here the savings can 


exceedingly select mi- Price—1932 Div. Yield hardly be looked upon as 
nority of companies which High Low Recent $ Jo being of a permanent charac- 
have actually managed to in- 481% 28 48 3 6.2 ter, for the old rates will 
crease per-share earnings in Welitie scald yer dies 2... ... $39.17 almost certainly be reinstated 
the face of deepening depres- in * 5/31/32 with a revival in business and 
sion. Earnings for the fiscal sna ttiiggapasassiicmmalaas ieee profits. 
year ended May 31, 1932, «ca ial ica eeaia tana teciaadiacaeaal $3.93 General Mills has benefited 


amounted to $3,891,200 after 








also from a strong financial 














interest, depreciation, Federal 
taxes and minority interest, 
equivalent to $3.93 a share on 639,525 shares of no-par 
common stock after dividend requirements on the 6% pre- 
ferred stock. This compares with $3.71 a share on a slightly 
larger number of shares in the preceding fiscal year. 
Contributing to the company’s favorable earnings in the 
face of a drastic decline in prices and the generally difi- 
cult business conditions, may be mentioned a continuance 
of an aggressive advertising policy for its nationally adver- 
tised packaged and other products, increasing diversity of 
operations and various economies throughout the business. 
Specific economies include: the demolition of obsolete or 
ineficient plants, with consequent saving in taxes, insur- 
ance, depreciation and maintenance; some decrease in 
manufacturing expense brought about by review and 
reorganization of operating departments; and the elimina- 
tion of much waste in telephone, telegraph, traveling, en- 
tertainment and general office expense. In addition, wages 


position. At the end of the 
last fiscal year, current assets 
amounted to $29,433,301, including $6,144,833 in cash 
and $3,502,437 in U. S. Government certificates, while 
current liabilities were $4,377,219, giving a net working 
capital of $25,056,082. 

The regular $3 dividend at present being paid on the 
common stock of General Mills, Inc., has been in effect 
since the company’s formation in 1928. Moreover, it has 
been earned in every year with a comfortable margin to 
spare. The yield afforded a purchaser at the present price 
of $44 a share is approximately 7%, a return which is not 
unliberal in view of the demonstrated stability of the busi- 
ness and its capacity for expansion in the profitable field of 
trade-marked foodstuffs. General Mills is the largest flour 
milling organization in the world. Its plants are modern 
and well-maintained. Its storage facilities can take care 
of 48,000,000 bushels, enabling the company to buy all 
grades of grain advantageously. 


U. 8. Gypsum Co. 























HE gypsum industry has ire Pi we and par 
naturall in n the U. S. sum Co. reporte 
small : jg be dis. Price—1932 Div. Yield profits comenhis to $4.01 and 

astrous curtailment in build- High Low Recent $ % $2.48 a common share respec- 
ing of all kinds which has 27 10% £25 1.60 6.4 tively. For the first half of the 
taken place from 1929 until Working capital per share ......... $14.31 present year 57 cents a common 
= present time. The United Latest caruings six months to 6/30/32 share was reported, compared 
tates Bureau of Mines esti- Mig 8. bias wees $0.57 with $1.62 a common share in 
mates that the amount of the first six months of 1931. 

crude gypsum mined during Among the steps taken by 





1931 was some 27% less than 

that mined in the previous year. Under these conditions it 
is hardly surprising that the U. S. Gypsum Co., one of 
the largest manufacturers of this material and others whose 
sale depends directly upon building activity, has reported 
a steady decline in per-share earnings. The wonder is 
that the company has managed to earn anything at all. 
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the company to minimize the 
effects of the lower sales volume is a program of intensive 
research with a view to developing new products, and new 
markets for old products. A plant has been equipped for 
pulverizing gypsum fine enough for use as a filler in paper 
manufacturing. A large potential market exists for this 


‘product, estimated by the Bureau of Mines at 500,000 tons 
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annually. The company has also made progress in develop- 
ing a wall board at smaller unit cost. Furthermore, over- 
head has been drastically reduced and for the first six 
months of the current year is estimated to have been more 
than 30% under that of the same period in the previous 
year. 

As was suggested in the introduction to this feature, it 
is often dangerous for a company to dismiss too many 
employees, for the organization may be seriously impaired 
when conditions improve. The U. S. Gypsum Co. appears 
to be handling this problem in a very satisfactory way. 
Faced with the absolute necessity of curtailing expenditures, 
it has developed a plan whereby competent junior execu- 
tives are temporarily demoted to lower positions instead of 
being dismissed. In this way the organization will be held 
together pending the arrival of better times. 

No higher tribute to Gypsum’s management can be paid 
than to say that with operations around 20% of capacity, 
as was the case during the first six months of this year, 
a profit was shown. Earnings during this period, however, 


were not sufficient to cover common dividends at the annual 
rate of $1.60 a share. While it is true that an unearned 
dividend is never completely assured, the U. S. Gypsum 
Co.’s more than ordinarily strong cash position makes 
the continuance of the present rate fairly safe for a time. 
As of June 30, last, the company’s current assets totaled 
$18,205,431, including $11,870,711 in cash and marketable 
securities. Current liabilities were only $769,460, giving 
a net working capital of $17,435,971. 

Capitalization is conservative. It consists of 78,222 
shares of cumulative, non-redeemable, voting preferred stock 
of $100 par value, followed by 1,218,349 shares of common 
stock of $20 par value. There is no funded debt. At the 
present price of $25 a share, a level at which a yield of 
6.4% is afforded, the common stock of the U. S. Gypsum 
Co. is not particularly cheap on the basis of current earn- 
ing power and that immediately in prospect. It appears, 
however, less excessive when consideration is taken of the 
company’s undoubted potentialities, its strong trade posi- 
tion, and the high caliber of its management. 


Mathieson Alkali Works, Inc. 








S a producer of heavy 

industrial chemicals, the 

Mathieson Alkali 
Works, Inc., is in the position 
of. being a source of raw ma- 
terials for a number of other 
industries. Soda ash, caustic 
soda, bicarbonate of soda, 
liquid chlorine, ammonia and 
many of the company’s other 
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Working capital per share 
' Latest earnings six months to 6/30/32 


paper and textile manufac- 
turing. It is also used in the 
Div. Yield refining of gasoline. It is 
$ by such new products and the 
1% greater efficiency which has 

been the result of the expendi- 
tures on plant that Mathieson 
has been enabled to make a 
very creditable showing in the 
face of extremely adverse cir- 











cumstances. 








products are widely used in 
practically all phases of mod- 
ern industry. And it is for this reason that the immediate 
effect of depression was to lower sales’ volume. This loss 
of volume in turn, as is almost inevitably the case, brought 
a reduction in prices owing to all the companies in the 
field striving to obtain as much of the available business as 
possible. Indeed, at one time a full fledged price war in 
caustic soda and soda ash was being waged. 

Yet, despite the adversities, the Mathieson Alkali Works, 
Inc., has continually managed to make money on its com- 
mon stock, though of course at a rate considerably under 
that of the years immediately preceding. The company 
reported net income, after liberal depreciation and deple- 
tion, federal taxes and dividends on its 7% preferred stock, 
for the years 1929, 1930 and 1931, equivalent to $3.31, 
$2.96 and $1.88 a common share respectively. For the 
first six months of the current year 52 cents a common share 
was reported. 

The company’s war on depression, in addition to the 
customary wage and salary reductions, has been waged by 
improving plant. A year ago the company completed im- 
portant additions to its facilities for producing solid carbon 
dioxide and high test hypochlorite. The latter, developed 
by Mathieson, is a stable liquid containing 65% chlorine 
and which finds a wide demand as a bleaching agent in 


Mathieson Alkali is con- 
servatively capitalized. There are 24,610 shares of 7% cum- 
ulative, non-callable preferred stock outstanding, followed by 
650,436 shares of no-par common stock. The company has 
no funded debt nor notes payable. Owing to the expendi- 
tures for plant, however, financial position is not particu- 
larly strong. At the end of last year current assets totaled 
$2,705,573, against current liabilities of $759,438. 

Because it seems reasonable that the company would wish 
to improve this financial position and because the present 
dividend of $1.50 a share is not being earned, some doubts 
must be cast upon the maintenance of the present rate. The 
stock, however, is current selling at $20 a share to yield 
7'A%, a return which must be considered as discounting 
at least a moderate downward adjustment. 

While the common stock of the Mathieson Alkali Works, 
Inc., is not devoid of speculative risks, the company has 
proved itself an aggressive member of a new—and from 
the long-term standpoint—expanding industry. With even 
moderate business improvement, which is likely to prevent 
a renewed outbreak of price-cutting tactics, the shares 
should prove a profitable holding. Particularly will this 
be true if the current activity in textiles continues, as 
this industry is naturally a heavy user of Mathieson 
products. 





N addition to the, companies which have been treated 
specifically, there are a number of others which show 
signs of having made lasting economies. Public Service 

Corp. of New Jersey, for example, reported for the twelve 
months ended July 31, 1932, gross revenues of $131,246, 
240. This represented a decline of approximately 5.6% 
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from the $139,017,480 shown in the corresponding previous 

period. Yet, in the later period, net income after taxes 

and depreciation totaled $44,586,272, a decline of only 

1.2% from the $45,136,850 shown for the previous twelve 

months. Nor can the comparatively good showing be 
(Please turn to page 628) 
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United Aircraft’s Progress 


Reporting for the first half of the 
current year, United Aircraft & Trans- 
port Corp. showed a net profit of 
$944,306, after depreciation, federal 
taxes, minority interest, etc. This was 
equivalent after dividends on the 6% 
preferred stock to 28 cents a share on 
2,084,303 shares of no-par common 
stock. For the same period last year 
the company earned 61 cents a share 
on its common stock. The somewhat 
unfavorable comparison, however, is 
but half the story. During the later 
period the company acquired in the 
open market 60,000 shares of its $50- 
par preferred stock at an average price 
of $43 a share. The retirement of these 
shares will result in an annual saving 
to the company of $180,000. More- 
over, their purchase left the company’s 
exceedingly strong financial position 
unchanged. As of June 30, 1932, cur- 
rent assets, including cash and mar- 
ketable securities of $17,771,243, 
amounted to $24,098,015, whereas cur- 
rent liabilities, including federal taxes, 
totaled only $1,209,581. United Air- 
craft has on hand enough cash or its 
equivalent to pay all liabilities, whether 
current or long term, retire all its pre- 
ferred stock and still have a substantial 
amount left to run the business. The 
passenger business continues to go 
ahead by leaps and bounds, the number 
of passengers carried during the first 
seven months of this year being 111% 
more than those transported during the 
corresponding previous period. Rates, 
owever, on this and the company’s 
other business have been steadily re- 
duced and this accounts in large meas- 
ure for the decline in total income. 
Owing to the remarkable recent rise in 
the common stock of United Aircraft, 
the issue is no longer cheap on the 
basis of current earning power and that 
immediately in prospect. Indeed, any 
stock selling for $32 a share whose 
earnings for the current year will be 

e, if anything, in excess of 50 cents 
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For Profit 


and Income 


a share must conservatively be con- 
sidered as discounting far ahead. The 
preferred stock, however, to which a 
warrant is attached, witnessing the 
right to purchase one-half share of com- 
mon at $30 a share prior to 1937, is 
well worth consideration as a medium 
grade commitment on moderate reac- 
tions from its current price of $56 a 
share. 


* * * 


Speculation Rampant 


In the United States we have become 
accustomed to seeing the security and 
commodity markets the center of the 
country’s attention. It is no longer 
considered odd that some high govern- 
ment official from the President down 
should see fit to comment upon some 
phase of speculation. Indeed, it ex- 
cites but passing comment when Con- 
gress with one hand launches a vigorous 
attack upon arbitrarily designated 
manipulation, and with the other ap- 
propriates several hundred million dol- 
lars to rig the wheat and cotton mar- 
kets. It may be said in passing that if 
all manipulators were as unfortunate as 
the Government has proved to have 
been, the race would shortly be extinct 
and Congress would have to find some- 
thing else to investigate. But even here 
in the United States, as stock, bond 
and commodity conscious as we ob- 
viously are, there has not yet developed 
an active market in pre-war Russian 
securities; one must go to the Berlin 


Boerse to find this! 
* * * 


Radio Preferred “A” 


Radio Corp. preferred “A” is en- 
titled to cumulative dividends of $3.50 
per share per annum. There is $19,- 
779,850 of this stock outstanding with 
a par value of $50. Behind the issue 
there is approximately 100% in work- 
ing capital, 200% in fixed assets and 
over 100% in securities and miscellane- 














ous investments. This is the first 
security of the company with the ex- 
ception of mortgages of subsidiary 
companies in the amount of $4,600,000. 
Following the preferred “A” stock is 
the $5 cumulative preferred “B” and 
common stock which at current prices 
have a market value of around $145,- 
000,000. For the year ended Decem- 
ber 31, 1931, $1.94 a share was earned 
on the preferred “A” stock comparing 
with $13.97 a share in 1930 and $40.17 
a share in 1929. For the six months 
ended June 30, 1932, 55 cents per 
share was earned on the preferred “A.” 
The dividend due July 15, 1932, on 
the preferred “A” stock was passed. 
However, as the stock is cumulative, 
unpaid back dividends will have to be 
made up before either of the junior 
securities can receive any return. In 
view of the dominant position occu- 
pied by this company in its industry, 
financial strength and able management, 
the preferred “A” stock has a decided 
speculative appeal at current levels of 
around 27 for those who are willing to 
waive immediate returns for the possi- 
bilities of a large return later together 
with appreciation in principal. 
* * * 


Railroad Receivership an Unmiti- 
gated Disaster? 


With a large number of the coun- 
try’s railroads on the brink of receiver- 
ship, prevented from taking the plunge 
only by the efforts of the Government, 
one might think that a railroad re- 
ceivership was the worst of all pos- 
sible occurrences. Yet, most of the 
country’s roads have had receivership 
experience at one time or another and 
the skies did not fall. So far as the 
country at large is concerned a railroad 
actually in receivership might perhaps 
be considered preferable to one skat- 
ing on the edge. After all, one of the 
first things a receiver usually does is 
to buy material and hire labor to re- 

(Please turn to page 626) 
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NATIONAL BISCUIT CO. 








Old-Line Company Comes Through 
Adversity in Strong Position 


Spread Between Raw Material and 
Finished Goods Prices a Benefit 


By J. C. Crirrorp 





HOUGH the present 

business upheaval has 

proved conclusively that 
the truly depression-proof 
copany is almost as rare as 
the dodo, it has nevertheless 
shown that there are certain 
concerns capable of remark- 
able powers of resistance to ad- 
verse influences. Take the 
National Biscuit Co., for ex- 
ample. This company reported 
for the booming business year 
of 1929, earnings equivalent to 
$3.28 a common share when 
adjusted for the 2!/-for-1 
split-up which occurred in 
1930. Yet, for the present 
year the company will earn 
something in the neighborhood 
of $2.40, or a decline from the 
boom earnings of only about 
26%. Surely this must be 
considered a more than or- 
dinarily favorable comparison 
with the index of general busi- 
ness, which will show 1932 to 
be some 50% or 60% under 
that of 1929, and an equally 


wn 
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NATIONAL BISCUIT CO.-COMMON STK. 


EARNED PER SHARE 
ON OMIGINAL SHARES 


\ | REPORTED EARNINGS PER, SHARE 


selling prices and the cheaper 
prices at which raw materials 
could be purchased. This 
wider margin of profit has off- 
set in no small measure the 
smaller gross business which 
was the inevitable result of de- 
pression. 

The benefits of conservative 
expansion which was the key- 
note of the company’s past his- 
tory are not being forgotten 
today. National Biscuit is still 
growing. Other companies en- 
gaged in a similar business are 
constantly being acquired. 
Moreover, they are being ac- 
quired in a manner which is 
distinctly advantageous to the 
old holders of the company’s 
stock. These smaller concerns 
are usually taken over for a 
stock consideration, which 
makes new financing, bank 
loans, or the depletion of cash 
unnecessary. They are also 
taken over on a basis which 
does not dilute the equity of 
the old stockholders, for it 
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favorable comparison with the 
present rate of industrial profits as a 
whole. 

The causes contributing to National 
Biscuit's relatively good showing are 
self-evident. The company is an old- 
line concern manufacturing and dis- 
tributing products which fall into the 
class of necessities. Formed in the lat- 
ter part of the past century as a con- 
solidation of a number of biscuit com- 
panies, National Biscuit has operated 
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conservatively for more than thirty 
years, gradually building up an almost 
impregnable trade position and as 
equally strong a position with the pub- 
lic. The public’s good-will has been 
especially valuable in times like the 
present, for the drastic decline in com- 
modity prices which has so disrupted 
other industries, has enabled this com- 
pany to obtain the benefit of a lag be- 
tween the downward adjustment of 


is a perfectly reasonable as 
sumption that the recent decline in 
National Biscuit’s per share earnings 
can be attributed solely to the effects 
of depression. and not to a dilution of 
per share earnings brought about by 
the issuance of new stock. 

Among the concerns acquired by 
National Biscuit over the past year oF 
two is the Pacific Coast Biscuit Co., 
Bishop & Co., Wheatsworth, Inc., and 
T. A. Huston & Co. The Pacific Coast 
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Biscuit Co. engaged in the manufac- 
ture of biscuits, candy, confectionery 
and macaroni, and Bishop & Co., mak- 
ers of biscuits, candy, chocolate and 
peanut butter, have enabled National 
Biscuit to serve the northern Pacific 
Coast more efficiently than was possible 
through its plant at Los Angeles. 

The acquisition of Wheatsworth, 
Inc., spelt further entry into the break- 
fast food and cereal field, which the 
company had previously entered in a 
large way by taking over the Shredded 
Wheat Co. Incidentally, National 
Biscuit is so well entrenched in the 
shredded wheat line that the Kellogg 
Co. has filed a complaint undér the 
Sherman Anti-trust Act charging threat, 
coercion and intimidation and asking 
$3,000,000 damages. This complaint, 
however, even if largely sustained 
ought not to prove anything very seri- 
ous for National Biscuit. 

The T. A. Huston Co. is a small 
concern operating in New England, 
which will afford better representation 
for the parent company in that terri- 
tory. 

It is recognized, of course, that while 
National Biscuit is a large and con- 
stantly growing concern, it is by no 
means without competition with which 
to contend. For example, both the 
Loose-Wiles Biscuit Co. and the United 
Biscuit Co. are expanding also, and 
while smaller than National are never- 
theless rivals which must necessarily be 
taken into consideration. Moreover, 
as the business actually being done in 
the biscuit field more nearly approaches 
the theoretical maximum, competition 
will naturally become keener, resulting 
in all probability in narrowing profit 
margins. That National Biscuit is fully 
aware of this, however, may be pre- 
sumed from the company’s entry into 
the breakfast food and other fields. It 
is deliberately widening the business’ 
theoretical maximum. Even so, it is 
probable that the company has seen its 


period of greatest growth and it is 
hardly reasonable to expect net income 
to quadruple in the coming decade as it 
did in the past. 

But from the stockholder’s point of 
view, National Biscuit’s satisfactory 
trade position is further strengthened 
by a study of the company’s balance 
sheet. At the end of last year, capi- 
talization consisted solely of 248,045 
shares of 7% cumulative preferred 
stock of $100 par value, followed by 
6,286,238 shares of common stock of 
$10 par value. There is no parent 
company funded debt whatsoever, 
while that of the recently acquired sub- 
sidiaries is only outstanding in the 
amount of $136,000. 


Financially Strong 


The company is strong financially. 
At the end of last year, cash on hand 
and government and municipal securi- 
ties were the highest in its history. Cash 
amounted to $15,838,324, while the 
United States and other bonds were 
carried at $13,669,477, giving a total 
for cash or its equivalent of $29,507,- 
801. In contrast to this item and to 
the $95,000,000 invested in plant, in- 
ventories were carried at only $7,750,- 
108. This inventory was the smallest 
since 1927 and, even though the great 
decline in commodity prices must have 
acted to reduce the value of stocks on 
hand, consideration must be taken also 
of the expansion of recent years which 
would demand a larger inventory. It 
would therefore seem that National 
Biscuit had exercised great control over 
this important item; a control which 
undoubtedly has contributed to the 
company’s favorable showing under 
generally difficult conditions. 

Current assets including cash, bonds 
and inventories totaled $43,902,626 as 
of December 31, 1931, whereas cur- 
rent liabilities, including $4,400,367 in 
dividends payable, amounted to $8,- 


034,642, a ratio of about 514 to 1. 

The strong financial position- bears 
also upon dividends. At the present 
time the company is distributing divi- 
dends to its common stockholders at 
the rate of $2.80 a share annually. This 
is undoubtedly in excess of current 
earning power, for it is estimated that 
profits for 1932 will be equivalent to 
only some $2.40 a share. Under such 
conditions a reduction in the dividend 
to $2 or thereabouts could be predicted 
confidently in the majority of cases. 
Yet, with National Biscuit there is the 
fact that over a long period of time the 
company’s plants have been brought to 
a high state of efficiency, ample de- 
preciation has been charged and hold- 
ings of cash or its equivalent enable it 
to be generous to stockholders. In 
view of this, it would occasion little 
surprise if the company continued to 
pay the $2.80 dividend on the common 
for some time, digging into cash sur- 
plus for the two or three million extra 
which would be necessary. 

Nevertheless, it would be foelish for 
a purchaser of the stock at the present 
price of $42 a share to assume that his 
yield of 6.7% was absolutely assured. 
To be on the safe side-he might antici- 
pate a reduction to $2 a share if busi- 
ness fails to show improvement over an 
extended period. 

This is not to deny, however, that the 
issue is an attractive booklet. It is indeed, 
deserving of a place in any diversified 
list of common stocks—but at a price. 
What constitutes a satisfactory price, 
of course, depends on the company’s 
earning power and this in turn, while 
not fluctuating as widely as general 
business, will be governed at least to 
some extent by the latter. At the pres- 
ent time there is much talk, though 
few concrete signs, of a real pick-up, 
and it is felt that a prospective pur- 
chaser will lose little by awaiting a re- 
action to a somewhat more favorable 
buying level. 














" National Biscuit Co.’s New York Plant—Said to Be the Largest Biscuit Factory in the World 
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U. §. INDUSTRIAL ALCOHOL CO. 





NLIKE prize fighters a number 
of companies actually do man- 
age to stage “come-backs” and 
in the case of the latter it is not only 
interesting but profitable to speculate 
upon their chances of success. In 1929 
the U. S. Industrial Alcohol Corp. en- 
joyed a remarkable measure of pros- 
perity even for those times. In 1930 
and the following year the same com- 
pany was beset on all sides and suf- 
fered an equally remarkable measure 
of adversity. There is now evidence 
that the pendulum is to swing again 
the other way. How far will it go? 
The company’s position in its field 
is a strong one. As a manufacturer 
of alcohol, it produces about 34% 
of all the ethyl alcohol made in 
the United States. The maximum out- 
put of this chemical is fixed by the 
Federal Government under prohibition 
regulations. Allotment for the present 
year has been fixed at 80 million gal- 
lons, so that U. S. Industrial Alcohol’s 
quota will total about 27 million gal- 
lons. In 1929 the amount permitted 
the industry was 100 million gallons. 
Ethyl alcohol is mainly used as an 
anti-freeze agent for automobiles, the 
demand from this source being about 
40% of the total. 


Earnings Prospect Improving 


Leading Commercial Alcohol 
Distiller Betters Its Position 


By Warp GatTEs 


The manufacture of ethyl alcohol is 
characteristically different from the ma- 
jority of other businesses. The raw 
material, sugar molasses or blackstrap, 
is normally available in large quantities 
during the sugar grinding season in 
Cuba. This season is comparatively 
short in any case, but owing to the re- 
strictions placed upon grinding in re- 
cent years has become even shorter. Be- 
ing obliged to buy the best part of a 
year’s supply of raw material at once, 


‘the alcohol manufacturer has been a 


firm advocate of the consumer contract- 
ing for a year’s requirements in ad- 
vance at a price which covers the raw 
material, manufacturing, administra- 
tion and selling expense and still leaves 
a satisfactory profit. This, however, the 
consumer will only do to a certain ex- 
tent and when the Government’s esti- 
mate of the country’s alcohol needs is 
widely excessive as it was in 1930 and 
1931, serious trouble is certain to de- 
velop. In this particular instance it 
took the form of a price war and, with 
the raw material already bought and 
overhead inelastic around 10 cents a 
gallon, it is hardly surprising that the 
industry sustained very serious losses. 

U. S. Industrial Alcohol’s earnings 





dropped from a high of $4,720,858 in 
1929, equivalent to $12.63 a share of 
common stock, to a deficit after inven- 
tory adjustment of $1,895,247 in 1930. 
A very similar deficit was reported for 
last year. 

In recent months, however, much 
has been done to better the situation. 
In 1931 a base price of about 18 cents 
a gallon for alcohol resulted in opera- 
ting losses, but at the base price of this 
year’s business—around 27!/2 cents a 
gallon—it should be possible to show 
a very fair profit, taking into consid- 
eration the low price at which black- 
strap was bought early in the season. 

That the expected improvement has 
not been registered already with greater 
force, may be attributed to the fact 
that last year’s prices carried through 
the first quarter of the present year. 
Nevertheless, U. S. Industrial Alcohol 
reported earnings equivalent to 9 cents 
a share of common stock for the first 
six months, compared with a net loss 
of $527,287 in the first six months of 
1931. Earnings for the full year may 
reasonably be expected to show sharp 
improvement, not only because there 
will be nothing like the unprofitable 
first quarter, but because the company 
normally makes 
two-thirds of its 





It is, however, 
also widely used 
in the manufac- 
ture of lacquers, 
varnishes, soaps, 
drugs, artijicial 
silk and other 
things. In addi- 
tion to ethyl alco- 


How U. S. Industrial Alcohol’s Profits Fluctuate with 
the Spread Between Prices of Blackstrap 


Molasses and Alcohol 


(All figures are only approximate) 


deliveries in the 
second half. 

It is of course 
impossible 
to gauge exactly 
what will be 
shown for the 
year because 


hol, U. S. Indus- a Price of Priceof Overhead Inventory Net per gallon in other factors = 
trial Alcohol Co. Year gallons) molasses alcohol per gallon adjustment calendar year addition to the 
makes through Eee 27 So~ 4c B7%ye 10¢ Profit 5%c E price structure 
a subsidiary a See 29 dc= 60 180-24e 10c sili Loss 6% and margin of 
number of other Oe 30 9o-1le 350~40c 100 Less 10¢ Loss 6%c profit must be 
chemical products Wa. cc, 37 To- 9e 46c 10c Profit 14% taken into con 
and this division NE oes ics 31 3%e 420-47c 10c Profit 14c sideration. A 
of the business E—Estimated. really cold winter 


has grown  sub- 
stantially in late | 





Note—It requires between 2 and 3 gallons of blackstrap to make 1 gallon of alcohol. 
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Taking the Pulse of Business 


— Textiles Continue Strong 


— Prices Continue Advance 


FEW signs of business 
A improvement are be- 
ginning to appear but 
so far it must be recognized 
that the gains are impercep- 
tibly, if at all, more than 
seasonal. Moreover, even 
such betterment that is evi- 
dent is by no means distributed among various important 
divisions of industry. In examining the prospects it is 
therefore especially necessary at this time to distinguish 
between industries catering to the wants of individual con- 
sumers, many of which use agricultural products for their 
raw material, and the so-called “capital,” or “heavy,” goods 
industries whose raw material, to a large extent, is drawn 
from the mines. It is an open question if the brand of 
confidence inspired by propaganda can keep money in active 
circulation long enough to produce genuine betterment in 
business conditions. It is also doubtful if the satisfaction 
of replacement demands for consumers’ goods alone can 
cause a general business recovery. During the downward 
course of the present depression we have witnessed many 
unproductive flare-ups in confidence, and several temporary 
spurts in demand for such important consumer goods as 
automobiles and textiles; but hard times are still with us. 
The indispensable concomitant of prosperity is a demand 
for capital goods whose production in normal times gives 
employment to a quarter of our working population, sup- 
plies a third of our national income, and is the direct or 
indirect source of three-quarters of our business profits. 
A further distinction must also be made within both of 
these two great divisiens of the country’s business between 
the industries which are able to profit by the present 


— Retail Buying Slow 
— Basic Industries Lag 


— Speculative Influences Pronounced 


speculative rise in raw 

material prices and those 

which are thereby handi- 

capped through inability to 

pass on their added costs to 

the ultimate consumer. The 

advance in staple commodity 
' prices is stimulating a con- 
siderable movement of such commodities, from the bins of 
producers into the hands of middlemen and manufacturers, 
as may be inferred from the recent incipient rise in car 
loadings and the drop in our curve of raw material inven- 
tories; but attempts to raise the price of finished goods to 
a profitable level have thus far been frustrated by an off- 
setting drop in sales. It begins to look a little as though 
the rather limited class of people whose savings are still 
unimpaired would rather buy stocks, bonds and commodi- 
ties, than pay higher prices for merchandise. 

At the moment none of the usual business indicators 
offers much encouragement for any great and immediate 
improvement in the heavy industries. True, our Business 
Activity index has turned upward a little during the past 
fortnight, due largely to the sudden increase in textile mill 
activity; but the rise is not likely to go far until substantial 
orders are placed for construction material. That active 
demand of this character is still absent may be inferred 
from the July drop in New Orders, which has cancelled 
a considerable portion of earlier gains. 


The Trend of Major Industries 


STEEL—While steel mill activity dropped to 12% 
during the closing week of last month, thereby duplicating 
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the previous low record established early in July, indica- 
tions as this goes to press point to a moderate recovery 
from now on which may develop into a movement of 
something more than seasonal magnitude. The volume of 
new orders booked during the past few months has fallen 
so far below routine replacement needs that the present 
wave of confidence might easily start a buying movement 
which would quickly lead to a doubling of the current 
rate of production. It is doubtful, however, if the larger 
units could make any money at even a 25% rate, especially 
at prevailing low prices which are still receding slightly. 
It is somewhat encouraging, on the other hand, to observe 
that shapes and plates are holding well, while prices for 
scrap continue to rise. Any firming of prices at this time 
might start a scramble by jobbers to replenish depleted in- 
ventories, and there are indications of a fair sized demand 
next year from the motor car industry and from projects to 
be financed by the R. F. C. As soon as railroad earnings 
pick up a little there will be an increasing call for rails 
and equipment steel; so that, everything considered, the 
longer term outlook seems more favorable than at any time 
during the depression, and it may very well be that the 
bottom has already been reached. Earnings for the 
majority of steel companies for the balance of the current 
year will, however, continue to be unsatisfactory. 


METALS—A rising price tendency in non-ferrous 
metals during the past fortnight suggests the beginning of 
a stocking-up movement on the part of middlemen similar 
to that which advancing prices have stimulated in the case 
ot staple agricultural commodities. Copper abroad is 
bringing 6% cents, while at home the price has risen to 
6 cents from the record low of 5%. Lead is up to 3.6 
cents from its low of 2.6; zinc has risen from 2.3 to 3.4 
cents; and tin now sells for 25.5 cents against its April 
low of 183%%. Demand from consuming industries is still 
sluggish, and even the current higher prices are unremu- 
nerative to producers; but the movement of this heavy 
freight from mines to middlemen is beginning to show up 
in better car loadings. Though speculative in origin, the 
improvement here may prove to be an aid to general busi- 
ness recovery. Smelting companies are already beginning 
to profit by the rising price movement. 


PETROLEUM—While the production of crude and 
stocks of gasoline 


FOOD—While inventory losses of producers and mer- 
chandisers of food products have been stopped by the rise 
in agricultural staples, the full benefit of the higher price 
level yet waits upon an improvement in retail food prices, 
which have thus far failed to keep pace with the advance in 
raw products. Corn sugar producers will benefit from 
the greater activity at rayon plants, which are large con- 
sumers of the product; though prices are still proportion- 
ately lower than the cost of corn, while both the price and 
demand for cattle feed by-products are abnormally low on 
account of the unsatisfactory prices obtaining for milk. 
Manufacturers of chocolate confectionery are likely to 
suffer later from the advance in cocoa, owing to the diff- 
culty of raising prices for their finished product. Meat 
packers are also handicapped by the fact a drop in con- 
sumption results from attempts to raise prices for pork in 
proportion to the advance in cost of hogs. 


LEATHER—Sensational advances in hide: prices, com- 
pared with very moderate increases in the prices obtainable 
for intermediate and finished products, are likewise disad- 
vantageous to the leather industry, although the handicap 
is not so pronounced here since many concerns have a 
year’s supply of material on hand which was acquired at 
low average prices. July production of shoes was 28% 
below last year, and the lowest for any July in ten years, 
with wholesale prices 13% under a year ago. Recently 


demand has picked up considerably, however, and a few 
manufacturers have advanced prices by 5% to 10%. 


EQUIPMENT—Machine tool sales are running about 
50% under last year, and the outlook for much of an 
increase in demand to equip new factories is not encour 
aging. Replacement needs are accumulating, however, as 
may be inferred from the report that many companies hav 


ing similar machines idle are stripping off the parts to repair 
equipment still in service. 


Conclusions 


The conjunction of rising prices for both commodities 
and securities, at a time when the majority of the country’s 
industries are operating at record low rates, presents a 
situation which is most unusual in the annals of economic 
history. Thus far such improvement as has taken place 


appears to be largely speculative in character and origin, and 
unless speculative 
profits can be di- 








in the U. S. con- 
tinue to recede 
slowly, inventor- 
ies are still ex- 
cessive and the 
growing tendency 
to shade prices is 
beginning to cut 
into the earnings 
of some refiners. 
The nearby out- 
look is thus not 
quite so satisfac- 
tory as during the 
first half of the 
year. Producers, 
however, are 
awake to the ne- 1915 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 








All Misael for the Gold Fields 


A Californian’s Decidedly Novel Program of Depression 
Relief Wherein Many of Us Would Become Gold-Diggers 


Editor, READER'S FORUM: 

I have some ideas about our depression that I would like 
to get before the public for general study and consideration. 
I am a poor author, but I hear no public official speak 
over the radio who seems to have any idea of what ails us. 
And, I am afraid for our government. We have this de- 
pression of plenty, or “too much.” Too much of all ma- 
terial wealth, and a vast unemployment. 

We have a wonderful production and a wonderful dis- 
tributing system (railroads, trucks, chain stores, etc.). We 
fail in the exchange. The failure in exchange is closely 
related to the question of money, employment and produc- 
tion. The possibility of having any other money than gold 
(for the settlement of international balances) is so remote 
that I shall not take space for it. Instead, let us hurry 
on to that mythical isle where all our economic problems 
are solved so cleverly. 


Breakdown of Exchange 


Suppose we have 100 families on this mythical, self- 
supporting isle. Twenty men raise grain, ten keep goats, 
etc., and five dig gold. If we have too much grain, more 
men raise grapes, or apples, or perhaps, dig gold. The 
law of supply and demand regulates the production of all 
things, including gold. 

Has this plan ever worked? 

It has. But under a despotism, not a democracy. The 
Incas of Peru had no unemployment, no starvation. The 
old and the sick were cared for. They raised a living 
by extremely crude agricultural methods and mined a 
vast amount of gold and built great stone temples and 
roads. 

Other nations have done the same, but always under a 
despotism. Is our democracy to fail? Considering the 
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enormous production we had when our boys were “over 
there” it looks like 70 men can easily produce the living 
for 100. What is to become of the other 30? That is our 
trouble right now. 

Under a despotic form of government these thirty men 
would build temples, or mine gold and jewels, their food 
being forcibly taken from the other 70 by the ruling class. 
The only way to accomplish the distribution is by a despot, 
or the law of supply and demand. We want no despot. 
Those same Incas, when their ruler was captured by the 
Spaniards were, 15 million of them, enslaved by 200 
Spaniards. 

Under the benevolent despotism they had lost all in- 
dividual initiative or enterprise. If every man in our over- 
done industries, like farming, could quit his job, take up pick 
and shovel and go to sluicing gold, unemployment would 
immediately vanish, and the gold supply increase. 


A Double Benefit 


A double benefit, and the greatest benefit, would come 
from taking men away from the overproduction of com: 
modities. Commodity prices would rise. The government 
owes every man a job, part of the time at least. Either we 
must admit that or admit democracy a failure. Let our 
government survey all possible gold supplies, both placer 
and lode. Put idle men to work producing gold. Make 
it a patriotic work. 

The “Better Times Battalion.” Thousands of men and 
boys are panning gold right now in our western states and 
having the time of their lives. A wonderful experience, 
and healthy. Let the government run some mines. Pay 
the owners or discoverers a small royalty. 

Gold would be produced at a loss, but we would learn 
a lot about gold and money, and labor. There are prob 
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ably mines that could make a big gold production, at some 
loss. They say the Black Hills has gold deposits like the 
Homestake, but not so rich. Also there are big marginal 


mines in Tennessee. 
Think it over. 


I would not draw a man away from 
necessary production, but where there is absolutely no work 
for men except to increase already burdensome surpluses 
let them dig gold at any cost per ounce. There is no dan- 
ger of an overproduction of gold. Gold production could 
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also be slightly encouraged by freeing gold mines from all 


Also as to the cost of this program, it could be done with- 
out putting additional burdens on our people. With higher 
prices, the present burden would be lighter. But I shall 
not impose further on THE MAGAZINE OF WALL STREET. 
I thank them for this space. It is the most progressive 
publication in the United States—-Harry L. MILLER, 


Does It Pay to Be Thrifty? 


A Lament From One Who Finds 
Money As Hard to Keep As to 
Make—The Function. of Hedging 


Editor, READERS’ FORUM: 

I have long wanted to enter a vigor- 
ous protest against the modern tend- 
ency to favor the weak at the expense 
of the strong. It takes many forms. 
The mentally deficient and physically 
defective are permitted to breed like 
rabbits and the brood handicaps the 
whole race. Our asylums and our 
prisons testify to the braking power 
which is exercised. It is the same with 
thrift, which is penalized at every turn. 
Indeed, it is hardly too much to say 
that over the past few years the posses- 
sion of a few dollars has been thought 
to be almost criminal. The belief that 
the world owes every man a living— 
whether he earns it or not—is becom- 
ing universal and those who have ncth- 
ing are trying to adjust the situation in 
accordance with their own ideas by 
every legal and illegal means imagin- 
able. The parable of the foolish vir- 
gins means nothing these days, for the 
foolish have merely to demand—and 
get—any necessary oil from the wise. 
Is there no longer justice in the con- 
tention that the destitute have had their 
cake and must now go without? 

One of the most disheartening fea- 
tures of the movement is that the Gov- 
etnment aids and abets it. A man no 
sooner saves a little money than he is 
beset by the tax collector—put it 
wherever he can, in stocks, in bonds, 
or in property. When he dies, after 
Paying several state and national in- 

ritance taxes, the estate his heirs re- 
ceive is but a fraction of that which he 
denied himself to build. If inquiry is 
made as to where all this money goes, 
it will be found that large chunks go 
to veterans,” three months in uniform, 
who were fortunate enough to contract 
Pneumonia, or break a leg or some- 

» SX Or seven years after the war 
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ended or to other lavish expenditures 
of government. Other large chunks go 
to farmers who can’t make a living at 
their chosen profession—nor in all 
probability at anything else for that 
matter. 

Thrift is penalized in other ways. 
Should the thrifty man be unfortunate 
enough to buckle the automobile fender 
of someone else, it is he who is sued 
for $50,000 worth of wrenched back. 
The irresponsible idiot with never a 
nickel to his name gets off scot free. 

Again, take the case of two men 
working at similar jobs in the same 
factory; one saves, the other doesn’t. 
One day the plant closes down for an 
indefinite period. The spendthrift im- 
mediately “goes on the town,” while 
the other must first dissipate his sav- 
ings before he is entitled to any public 
relief. But when he too has proved 
his worthiness by spending everything 
he has, and perhaps going into debt be- 
sides, he merely enjoys the benefits 
which the other has been enjoying for 
months. Or, take the case of sickness 
in a man who has saved. Everything 
he possessed has disappeared and, while 
he may or may not get well, he has 
certainly enjoyed treatment but little 
inferior to that given entirely free to 
another. 

In a hundred other ways, subtle and 
blatant, are the backs of the thrifty and 
strong burdened with the cares of the 
reckless and weak. When govern- 
ments get themselves hopelessly into 
debt, the not infrequent resort is to 
currency inflation, a boom to those in 
debt, ruination to the thrifty. Within 
the last decade we have seen a com- 
plete currency inflation wipe out all 
German savings) We have seen 
France “evaluate” the franc on a 
basis which repudiated 80% of the sav- 


ings of thrifty investors. At present 
we see Great Britain approaching re- 
valuation of the pound and our own 
Federal Government running up a 
deficit at the rate of five or six million 
dollars a day! The losses always come 
out of the pockets of those who, 
through prudence, thrift, ability, in- 
telligence and energy, have something 
to lose. It is time for us to reinstate 
individual strength and foresight as 
paying virtues. Under present condi- 
tions, by no stretch of the imagination, 
does it pay to be thrifty—H. L. R., 
Nutley, N. J. 


What Is Hedging? 


Editor, READERS’ FoRUM: 

In newspaper reports of the wheat 
and cotton markets, as well as of most 
other commodity markets, I frequently 
see some reference to “hedging” in ex- 
planation of a price movement. I am 
sure there must be many others, like 
myself, who do not understand just 
what this device is. Would it be 
feasible for you to publish an article 
explaining what “hedging” is?—D. E. 
B., Washington, D. C. 


Hedging is an expedient by which 
dealers in staple commodities, and man- 
ufactures who use such as raw material, 
seek protection against losses which 
might otherwise result from adverse 
price movements. The best known ex- 
amples of this practice are to be found 
in the wheat and cotton markets. 

For illustration, assume that a farmer 
in western Kansas delivers wheat to a 
local elevator, which must always be 
ready to pay spot cash for such de- 
liveries. The price paid per bushel 

(Please turn to page 625) 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL SrreEET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 
ing and reliability of your broker. This service in conjunction with your subscription should 


represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts but be brief. 
2. Confine your requests to three listed securities. 
3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 








KROGER GROCERY & BAKING 
Co. 


I would appreciate your opinion of the 
outlook for Kroger Grocery & Baking Co. 
I have 200 shares at an average cost of 28. 
I am somewhat apprehensive as to the final 
effect of chain store taxes on earnings and 
I am wondering if it would pay me to 
switch on any further price bulge— 
E. M. F., Portland, Ore. 


Kroger now operates 4,839 grocery 
stores and markets. Territory served 
is fairly wide, comprising 17 states, in- 
cluding most of the industrial sections 
in the Middle West. A relatively large 
proportion of sales is contributed by 
the company’s own brands manufac- 
tured in its own factories or by other 
manufacturers, according to specifica- 
tions. Kroger owns the Piggly-Wiggly 
patents under which it operates a num- 
ber of stores and licenses independent 
and other chain operators. While it is 
true that there is still considerable agi- 
tation for the taxation of chain stores, 
and although taxes are in effect in some 
states, we believe it is good opinion 
that any attempt to place a tax on 
chains so heavy as to seriously interfere 
with profits would not be upheld by 
the courts on the basis that it is con- 
fiscatory legislation. Chains in certain 
states will undoubtedly be subject to 
special taxes, but as we see it, these 
will not be sufficiently high to material- 
ly curtail earning power. Returns of 
Kroger for the first half of 1932 were 
equal to 74 cents a share on the com- 


mon stock comparing with $1.25 a 
share reported for the similar period of 
last year. For the full 1931 year, earn- 
ings were equal to $1.46 a share com- 
paring with $1.15 a share in 1930. The 
company is in good financial condition, 
balance sheet of January 2, 1932, show- 
ing current assets of $25,762,000 
against current liabilities of $6,195,000. 
The only funded debt is $543,000 
bonds of subsidiary companies. Con- 
sidering general business conditions, 
Kroger’s earning power has been fairly 
well maintained. The stock has good 
prospects over the longer term, and we 
feel that you are justified in continuing 
to hold it. 


COLGATE-PALMOLIVE-PEET CoO. 


My broker has recommended that I pur- 
chase Colgate-Palmolive-Peet as an invest- 
ment. I note that it has advanced consid- 
erably from its 1932 low and I am won- 
dering if this rise is warranted? Do you 
think a purchase at this time advisable? 
I would appreciate your frank opinion as 
to the actual outlook for this company.— 
A. L. M., Kansas City, Mo. 


This holding and operating com- 
pany manufactures numerous national- 
ly advertised soaps, cleansing agents, 
dentifrices, shaving creams, and talcum 
powders, all marketed under well 
known trade names. For the six 
months ended June 30, 1932, 13 cents 
a share was earned on the common 
stock, which compares with $1.69 a 


share for the corresponding period of 
1931. This large falling off in earn- 
ings is explained in part by the fact 
that special and non-recurring charges 
of $1,122,000 representing payments to 
company’s distributors on stocks of 
merchandise on hand were deducted 
during this period, representing 56 
cents a share on the common stock. For 
the year ended December 31, 1931, 
$3.12 a share was earned on the com- 
mon stock comparing with $3.76 a 
share in 1930. Balance sheet as of 
June 30, 1932, shows a strong financial 
condition, with total current assets of 
$39,931,000 against current liabilities 
of $5,978,000, a ratio of 6.7 to 1. In 
cluded in current assets was $12,255, 
000 cash items. While the decline in 
earnings has been rather drastic, it is 
important to note that the company 
did not curtail its national advertising. 
By cutting advertising, a better show 
ing could have been made, but the man- 
agement believes that it is in the best 
interest of stockholders to constantly 
keep its products before the public. The 
immediate effect of this is adverse to 
current earnings, but should enable the 
company to take advantage of any gen 
eral business improvement that may 
take place. : 

In our opinion this companys 
business is on a fundamentally sound 
basis, and the stock has merit as 
a long pull holding. It has advanced 
considerably from its low prices this 
year, and may be subject to some fe 
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action, which should prove a favorable 
opportunity for purchase. 





STANDARD BRANDS, INC. 


I have 200 shares of Standard Brands 
purchased considerably above present levels. 
I have held on to this because I felt it was 
a sound, well managed company. I have 
been studying their recent record both as to 
earnings and market action and it seems 
to me that I could very profitably average 
at this time. I would appreciate your 
opinion at this time.—R, D. O., Chicago, Ill. 


The record of Standard Brands, Inc., 
stands out in relief, when one views 
the panorama of industry during the 
current depression. ‘The stability of 
earnings registered by this company is 
evidence of the success of the merger 
of the constituent units that make up 
the present enterprise. Moreover, 
based on past accomplishments, the out- 
look for this company is distinctly 
promising. During the six months 
ended June 30, 1932, profits amounted 
to $8,043,339 after charges and taxes, 
but before profit and loss items, equal 
to 61 cents a share on the common 
stock. Net income for the correspond- 
ing interval of 1931 amounted to $8,- 
460,968 or 63 cents a share. Although 
it is possible that earnings may be 
moderately restricted over the medium 
term in reflection of the trend away 
from package foodstuffs to the cheaper 
bulk product, recent agitation for the 
revision of the prohibition laws of. this 
country, if successful, doubtless will 
benefit Standard Brands considerably 
over the longer term. At the outset, 
the present company represents a con- 
solidation of several enterprises en- 
gaged in the distribution of food prod- 
ucts, the nucleus of which is the old 
Fleischmann Co., the dominating factor 
in the production and distribution of 
yeast, an important ingredient of beer. 
In this connection, it is interesting to 
note that the company has started work 
on the expansion of its yeast plant at 
Peekskill, N. Y. Upon completion, 
this unit of Standard Brands will cover 
100 acres, with 130 buildings embody- 
ing 1,500,000 square feet of floor space. 
The program calls for the construction 
of twelve gigantic fermenters to replace 
the 32 smaller units of considerably less 
total capacity. The expansion program 
of Standard Brands is not confined to 
the development of the Fleischmann 
Co. On the contrary, the company re- 
cently purchased a six-story building 
of reinforced concrete in Chicago, 
which will be equipped with new ma- 
chinery for roasting Chase & Sanborn 
coffee. The plant will also act as a 
central distributing agent for Chase & 
Sanborn coffee and tea in the North 
Central states. It can be seen from the 
foregoing that the company is con- 
stantly adjusting its position to chang- 
ing conditions, a factor that augurs well 
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for the future. Despite the dividend 
uncertainties involved in the common 
stock, the shares merit favorable con- 
sideration for holding over the longer 
term, and present holdings of the stock 
might well be added to on any price 
recession. 


CORN PRODUCTS REFINING 
Co. 


In 1931 I purchased 125 shares of Corn 
Products Refining Co. stock at an average 
price of 65. In view of the recent rise I am 
wondering whether it would pay me to sell 
my stock now or on the other hand if the 
outlook for the company warrants I am 
willing to continue holding and even aver- 
age if you think it the most profitable and 
best plan. I would appreciate your opinion 
as to the outlook for this company and 
your advice as to what I should do— 
H. L. K., Philadelphia, Pa. 

For the six months ended June 30th, 
1932, Corn Products Refining Co. 
reported net income of $4,153,- 
381 equal, after preferred dividend re- 
quirements to $1.29 a share on 2,530,- 
000 shares of common stock (par $25). 
This compares with net of $5,494,267 
or $1.82 a share after preferred divi- 
dends for the corresponding interval of 
1931. The decline in -earnings reg- 
istered during the initial half of the 
current year reflects the sharply cur- 
tailed industrial demand of corn sugar 
and starch. Contributing also to lower 
earnings has been the price reduction 
of bulk goods. By virtue of the com- 
pany’s substantial security investments, 
profits have been adversely influenced 
by reduced revenues derived from divi- 
dends. Despite these adverse develop- 
ments, the decline in earnings of Corn 
Products Refining, on a comparative 
basis, is not as pronounced as that reg- 
istered: by the general run of companies 
engaged in other lines. Moreover, re- 
cent reports emanating from well in- 
formed sources indicate that current 
operations are being maintained at more 
satisfactory levels. The improvement 
is expected to continue through Sep- 
tember, although any attempt to an- 
ticipate results during the final quarter 
of the year, at this time, would be 
purely conjectural. Despite the prob- 
ability that full year earnings will not 
cover current dividend requirements of 
$3 a share on the common stock, the 
exceptionally strong financial position 
of the company justifies the belief that 
the present rate will be maintained 
throughout the balance of the year, at 
least. Moreover, when consideration is 
given to the dominating position en- 
joyed by the company in its field, and 
its capable management, continued 
confidence on the part of present hold- 
ers of the common shares is warranted 
While it is extremely difficult to an- 
ticipate the manner in which the com- 
pany will respond to general business 


recovery, longer term prospects are 
promising. We therefore see little 
cause for disturbing present holdings of 
the common stock and would not ob- 
ject to averaging on any sizable reces- 
sion of the market. 





STANDARD OIL OF INDIANA 


My broker has advised me to sell 100 
shares of Standard Oil of Ind. purchased 
around 35. Do you think it advisable to do 
this in view of the supposedly improved 
outlook for the oils? What is the actual 
outlook for this company?—H. D. O., 
Yonkers, N. Y. 


From the standpoint of cash re- 
sources and scope of operations, Stand- 
ard Oil Co. of Indiana represents one 
of the strongest units in the petroleum 
industry. With the sale of its foreign 
interests to Standard Oil of New 
Jersey, the enterprise is entirely do- 
mestic and as such, is in a favorable 
position to reflect the improvement be- 
ing witnessed in the oil industry of this 
country during the current year. 
Standard Oil of Indiana is regarded as 
one of the world’s largest producers of 
gasoline, although its operations cover 
practically all branches of the industry. 
Improved gasoline prices prevailing 
during the year doubtless will enable 
the company to report substantial earn- 
ings gains at the close of 1932 over 
those of last year, when per share re- 
sults amounted to $1.04 against $2.73 
in 1930. A notable characteristic of 
Standard Oil Co. of Indiana has been 
the maintenance of a strong cash posi- 
tion. Despite the fact that approxi- 
mately $10,000,000 of funded debt was 
retired during 1931, cash stood at 
$27,258,889 as of December 31, last, 
while marketable securities were car- 
ried at a value of $61,904,615. It is 
interesting to note that the aggregate 
of these amounts is substantially in ex- 
cess of total liabilities of $28,789,500 
and funded debt of $48,229,461. 
Moreover, a saving of $550,000 annu- 
ally in interest has been effected by the 
retirement on August 5, last of $10,- 
000,000 principal amount of 514% 
bonds of Stanolind Crude Oil Purchas- 
ing Co. A substantial amount of these 
bonds were purchased by the company 
well under par, and held in the treasury 
in anticipation of their redemption, a 
factor that will be reflected in annual 
income account for 1932.. The common 
stock offers distinct possibilities over 
the longer term and we see little cause 
for disturbing your present position in 
the shares. 
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Amer. Power & Light..........- 119% 36% 64% 11% 17 3 16% =: 
Amer, Radiator BW ks adeund 39% 15 21% 10% 3% 9% s 
Amer, Rolling Mill............-- 100% 37 1% 18% 17% a 
Amer. Smelting & Refining...... 19% 87% 58% ™M% 5% 2614 a 
F Bi Wecce couse 52% 23% 31% 5 15% 14 $e 
American Stores ......-+.--.++- 55% 36% 48% 36% 20 35 *2% 
Amer, Sugar Refining .......-..-. 69% 39% 60 % 391% 18 33% 2 
Amer. Tel. & Tel.......----++++- 274% 170% 201 112 187% 10% 119% 9 
Amer. TS Ser 127 98 128% 60% 86% 40% 81 *6 
Amer. Water Works & Elec...... 124% 47% 80 1, yy 32% 2 
vaccenene 81% 25 48% 9% 18% 3 18% 
Assoc. Dry Goods ......-++++:-+> 50% 19 29% 5% 10% 3 10% . 
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Price Rangeof ActiveStocks 


INDUSTRIALS AND MISCELLANEOUS (Continued ) 


A 


Atlantic Refining 
Auburn Auto 


Baldwin Loco. Works ... 
Barnsdall Corp. Cl. A. 
Bendix Aviation 

Best & Co. 

Bethlehem Steel Corp 
Bohn Aluminum 

Borden Company 


Briggs Mfg. 
Burroughs Adding Mach 
Byers & Co. (A. M.) 

Go 


California Packing 
Calumet & Hecla 
Canada Dry Ginger Ale 
Case, J. I 

Caterp: 

Cerro de Pasco Copper 
Chesapeake Corp. 


Coca-Cola Co, 
Colgate-Palmolive-Peet 
Colorado Fuel & Iron... 
Columbian Carbon 


Commercial Credit 
Commercial Solvents 
Commonwealth & Southern 
Consolidated Gas of N. Y. 
Continental Baking Cl. A 
Continental Can, Inc. 
Continental Oil 
Corn Products Refining . 
Crucible Steel of Amer.. 
Cudahy Packing 
Curtis Publishing 
Curtiss Wright, Common 
D - 


Davison Chemical 
Diamond Match . 
Dominion Stores . 
Drug, Inc, ee 
Du Pont de Nemours 

E 


Eastman Kodak Co 
Eaton Mfg. 
Electric Auto Lite 
Elec. Power & Light... 
Elec. Storage Battery... 
Endicott-Johnson Corp. 
F 
Firestone Tire & Rubber 
First National Stores 
Foster Wheeler 
Fox Film Ol. A 





G 


General Amer. Tank Car 
General Asphalt 
General Electric . 
General Foods 
General Mills 
General Motors Corp 
General Railway Signal ... 
General Refractories 
Gillette Safety Razor 
Gold Dust Corp. 
Goodrich Co, (B. F.) 
Goodyear Tire & Rubber 
Granby Consol. Min,, Smelt, & Pr. 
— Cain 
estern Sugar 

Gulf States Steel 

H 
Hershey Chocolate 
Houston Oil of Texas (New) 
Hudson Motor Car 
Hupp Motor Car 

I 


Inter, Business Machines 
Inter, Cement 





Jewel 
Johns-M 


Relvinator 
Kennecott Copper 
e (8. 8.) 
Kreuger & Toil 
Kroger Grocery & Baking 
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1931 


1982 Last Div’d 
A — Sale $ Per 

















“High Low 
8% 
84i4 
4% 
4 
12% 
19% 
17% 
15% 


‘High Low 9/7/32 Share 
1 
4 











YOU CAN BUY 


Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 
explains our plan and terms 


Odd Lot Orders Solicited 


Outright Purchase or 
Conservative Margin 


James 'M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 




















Grain 


Folder explaining margin 

requirements, commission 

charges and trading units 
furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


| “BROKERAGE SERVICE SINCE 1898” 


New York Stock Exchange 
Members and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 








Endicott Johnson Corporation 
Dividend No. 54 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and a Common Dividend 
of Seventy Five Cents ($.75) per share, payable 
October 1, 1932, to stockholders of record as at the 
close of business September 17, 1932. 

Checks will be mailed by Irving Trust Company, 
Dividend Disbursing Agent. 

MAURICBE B. PAGBD, Secretary. 

September 6, 1932. 


THE ELECTRIC STORAGE BATTERY COMPANY 
Allegheny Avenue and 19th Street 


Philadelphia, September 9, 1932. 
The Directors have declared from the Accumu- 
lated Surplus of the Company a quarterly dividend 
of Fifty Cents per share on the Common Stock and 
the Preferred Stock, payable October 1, 1932, to 
stockholders of record of both of these classes of 
stock at the close of business on September 19, 

1982. Checks will be mailed. 
WALTER G. HENDERSON, Treasurer. 
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TURN 


Sources 


—— 
In addition to receiving an income of 6% 
annually from the Bonds of 


CONSUMERS 
CREDIT SERVICE 


(secured by the entire assets of this 
industrial banking institution, including 
an equity of $850,000 paid in at start) 
investors are given Profit-Sharing Certifi- 
cates entitling them to 4 of net annual 
profitt—further returns in income, also 
appreciation, are obtainable through 
participation in ownership of the Com- 
mon Stock as 4 virtual bonus. 


Menepenent is the same as thet of CREDIT 
SERVICE, Inc., which is operating one of the 
largest and most mnenive chains of small loan 
banks whose assets have more than doubled in 
the past three years. 


Mail coupon for further information 


CREDIT SERVICE 


ASSOCIATES, Inc. 
Graybar Bldg. New York 

















M. W.-9-17-32 











GENERAL MILLS, INC. 


ee 


“PREFERRED 
STOCK 
DIVIDEND 


September 1, 1932. 


Directors of General Mills, Inc., announce 
the declaration of the regular quarterly divi- 
dend of $1.50 per share upon preferred stock of 
the company, payable October 1, 1932, to all 
preferred stockholders of record at the close 
of business September 14, 1932. Checks will be 
mailed. Transfer books will not be closed. 


(Signed) K. E. HUMPHRPY, Treasurer. 





Gop Mepat Frour 











Electric Bond and 
Share Company 























New York Stock Exchange 
Price Rangeof Active Stocks 


INDUSTRIALS AND MISCELLANEOUS (Continued ) 


1930 1931 1982 
-.. A A 
“F Low ‘High Low High Low 


9 
13% 
16% 

9 





McKeesport ys Asiied 
Mont. Ward & 
“es 


Nash Motor Co. 
National Biscuit 


National Dairy e 
National Power & Light......... 


P 
Pacific Gas & Electric 
Packard Motor Car .. 


BR 
Radio Corp. o. America 
cour tes eee ama 
Remington-Ran 
Republic ag 
Reynolds G. J.) Tob, Cl. B 
Royal Dute! 


8 
Safeway Stores 
Sears, Roebuck & Co 


Standard Gas & Elec, Co....... 
Standard Oil of Calif 

Standard Oil of N. J. 
Stewart-Warner Speedometer .... 
Stone & Webster 

Studebaker Corp. 


Texas Corp. ° 
Texas Gulf Sulphur 


Uv 
Underwood-Elliott-Fisher 
Union Carbide & Carbon 
Union Oil of Cal.. 
United Aircraft & Trans 

Carb: 


ber . 
Uv. 8. Smelting, "Ret. & Mining... 
U. 8. Steel Corp. 

Util, Power & Lt. A 


Warner Brothers Pictures 
Western Union Tel. 
Westinghouse Air Brake 
bona a Elec. & Mfg.. 


Motor 
Wostworth Oe. “@. . er aie 
Worthington Pump & ‘Mach..... 15% 
Wrigley (W., Jr) 46 


81 65 80% 5 
¢ Bid Price. § Payable in stock. * Including extras. +} Old stock. 


Last 
Sale 


9/7/32 


8 
26% 
3% 
8% 
12% 
5% 
12% 
80 


16% 
27% 
31 
87% 
8 
16% 
12 


17% 


Div’d 
$ Per 
Share 
1 
*4 
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Securities Analyzed, Rated and 
Mentioned in This Issue 


Industrials 


American Rolling Mill Co. .............. 
Colgate-Palmolive-Peet Co. 

Corn Products Refining Co. .............. 
General Mills, Inc. A 

Kroger Grocery & Baking Co. ........... 
Mathieson Alkali Works 

National Biscuit Co. 

Radio Corp. 

Standard Brands, Inc. 

United Aircraft & Transport Co. .......... 
U. S. Gypsum Co. 


Railroads 
Northern Pacific 

Petroleum 
Standard Oil of Indiana 

Public Utilities 

American Gas & Eleciric 
American Tel. & Tel. 
Brooklyn Union Gas 
Columbia Gas & Electric 


Consolidated Gas of Baltimore 
Consolidated Gas of N. Y. 


As easy to buy as 
a cup of coffee 


Louisville Gas 

North American 

Pacific Gas & Electric 
Pacific Lighting 

Public Service of N. J. 
United Gas Improvement 








Important Corporation 


e 
Meetings 
Date of 
Company Specification Meeting 
Alaska Juneau Gold Mining Directors 9-22 
Amer. Agricul. Chem. Co. (Del.)..Annual 9-21 
American Can Co Common Div’d 9-27 


In virtually every American 
community, you will find public 
telephones. The Bell System pro- 
vides 300,000 of these convenient 
stations, a total larger than that 
of all restaurants, hotels, lunch 
rooms and soda fountains put to- 
gether. It is literally easier to buy a 
telephone call than a cup of coffee. 


as well as in public places, thus 
grow accustomed to this modern 
means of communication. 
Convenience, reliability, econ- 
omy, speed. . . these are the solid 
values which telephone service 
offers. By developing these values, 
the Bell System is carrying out its 
responsibility to investor as well 


as user. 


Making telephone service con- 
venient is important. People in 
their homes and places of work, 


Amer, & Foreign Power 10-18 
Amer, Lt. & Trac. Co..Pfd,. & Com. Div’d 9-27 
Amer. Power & Light 10-4 

Amer, Water Wks. & Elec.Common Div’d 10-5 

Austin Nichols & Co i 9-21 
Brooklyn-Manhattan Transit 9-19 
Brooklyn-Manhattan Transit...Com. Div’d 9-19 
Central R. R. of N. J 9-23 
Columbia Pictures 9-21 
General Elec, Co Com. & Spec. Div’d 9-23 
Gold Dust Corp Common Div’d 9-28 
Liquid Carbonic Corp Common Div’d 9-22 
National Casket Co 9-20 
National Distillers Prod. Corp..Com. Div’d 9-22 
N. J. Zine Co Common Div’d 9-28 
Singer Mfg. Co 9-21 
Western Pacific R. R. 10-4 


May we send you a copy of our 
booklet, ‘‘Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. Jue. 


195 Broadway, New York City 




















MARKET TERMS 


and trading methods clearly 
explained in a helpful book- 
let sent free on request. 


Ask for booklet MG 6 


MARKET STATISTICS 


N. Y¥. Times 
N. Y. Times —Dow, Jones Avgs.— 7—50 Stocks——, 
40 Bonds 80 Indus. 20 Rails High Low Sales 


Monday, August 29 75.22 35.68 68.64 66.25 3,926,070 
Tuesday, August 30 i 74.30 35.87 67.96 65.30 3,301,071 
Wednesday, August 31 ; 73.16 36.53 66,75 63.66 2,997,670 
Thursday, September 1 . 73.67 37.52 67.24 65.00 2,419,398 
Friday, September 2 . 16.77 38.52 69.91 67.15 3,487,520 
Saturday, September 3 . 78.33 39.27 71.20 69,62 2,440,380 
Monday, September 5 HOLIDAY — EXCHANGE CLOSED 


Tuesday, September 6 77.28 $7.99 71.72 68.53 
Wednesday, September 7 ; 79.98 89.06 71.84 68.47 


Thursday, September 8 ‘ 77.49 38.35 72.88 68.77 
Friday, September 9 ‘ 76.19 87.80 71.17 67,51 
Saturday, September 10 ..... 3 : 76.64 87.94 68,88 66,92 


Same care given to large or 
small orders. 


4,356,950 
4,153,310 
5,881,080 
4,085,110 
1,408,220 


(isHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 
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CHARTS? 


We will send you free a small 
pamphlet containing interesting 
information regarding the value 
of charts in forecasting stock move- 
ments. 


We discuss their possibilities 
and limitations frankly, fairly and 
honestly. 


We have no methods or 
“market advice" to sell and do 
not advocate any particular 
theories or systems. 


SS ee A is ee 
Mail this Coupon 


Graphic Market Statistics, Inc. 
11 Stone Street, New York. 


Please send me, without obligation, 
your pamphiet about Charts. 


PD Lnlindn cos cb von dvaun@paheudes one 
DE: -3 cawsh cand ooasves Kuna ea Cesare 




















WALL STREET STOCK 
SELECTOR 


Companion to 


Truth of the Stock Tape 


WALL STREET STOCK SELEC- 
TOR, W. D. Gann’s new book brings 
“Truth of the Stock Tape” up to date. 
It explains the 1929 bull market and 
the cause of the panic which followed. 
When you lose money trading in stocks, 
cotton and grain, it is usually because 
you guess and — on hope, whie 
the man who makes money has definiie 
rules for trading. You need a Wall 
Street education and this book will 
give you more real market knowledge 
than you can obtain from any other 
source. It will teach you how to select 
the right stocks to buy and sell at the 
right time. Contains 41 charts proves 
the rules. The two books bound under 
one cover, $6.00 per copy ——— 
Money back if not satisfied. scrip- 
ope literature mailed free. Ask for 


FINANCIAL GUARDIAN PUB. CO. 
99 Wall Street New York, N. Y. 














LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 
September 9th, 1932 
E Roard of Directors has declared a 
uarterly dividend of 75c per share on 
the Common Stock of this Company, pay- 
able on the 30th day of September, 1932 
to stockholders of record at the close of busi- 
ness on the 16th day of September, 1932 
Checks will be mailed. 

DAVID BERNSTEIN 

Vice President & Treasurer 








THE DETROIT EDISON COMPANY 
Dividend on Capital Steck 
A quarterly’ dividenc of One and one- 
Cent. ($1.50 per share) on -— 


the mpany be 
en October 15, 1932 to stockholders of 
art the close of business on September 


ARTHUR D. SPENCER, Treasurer. 





Which Course Will the World 
Choose? 
(Continued from page 589) 








fifth of the world’s cotton spindles, one- 
third of its railway mileage and three- 
quarters of its automobiles. 

As the Westminster Bank, of Lon- 
don, points out in its excellent current 
review: 

“Even under a regime of the freest 
possible world exchange of goods and 
services her (the United States) enor- 
mous natural advantages, backed by the 
energy of her people, will enable her 
to achieve future standards of produc- 
tion and prosperity which many other 
nations cannot hope to attain. If, 
however, the future is to be pictured as 
a struggle by individual nations for 
self-sufficiency within a ring fence, it 
will be a.case of America first and the 
rest nowhere.” 

A second consequence of the latter 
state of affairs, the bank adds, must be 
squarely faced. Under such a regime, 
the smaller states of Europe cannot con- 
tinue to exist, for the decisive reason 
that they cannot provide their peoples 
with the barest necessities of life. In 
terms of practical possibilities, “the 
world’s urgent problem today is the 
discovery of the best compromise be- 
tween unrestricted exchange of mer- 
chandise, services and capital, and a 
minimum measure of self-sufficiency 
necessary to all nations for self-protec- 
tion.” 

Even in Europe, however, in the 
half-dozen years immediately preceding 
the depression, production of all kinds 
had expanded phenomenally. To cite 
but a single example, world production 
of steel increased 54 per cent between 
1924 and 1929. Scarcely less striking 
gains were scored in other industries 
throughout the world. The British, as 
the Westminster Bank concludes, take 
a hopeful view of the result. 

“On a long view of world pros- 
pects,” it asks, “can such an expansion 
of the world’s wealth-producing ca- 
pacity be regarded as anything but a 
most promising portent? By what 
perverse reasoning can new opportuni- 
ties to obtain a larger total of economic 
goods, at an ever-decreasing cost in 
human effort, be regarded as an ex- 
planation of depression? The answer 
is that the world’s machinery of cur- 
rency, exchange and what, for want of 
a better term, may be summed up in 
the term ‘good will,” has threatened to 
prove unequal to the demands made 
upon it. 

“These would have been sufficiently 
severe without the addition of abnormal 





difficulties bequeathed by the war and 


its aftermath. An increase in the vol- 
ume of commodities with which the 
world’s exchange machinery has been 
called upon to deal, of the dimensions 
indicated by the percentages given 
above, must necessarily have demanded 
a high degree of elasticity in the world’s 
commercial system. The latter, in fact, 
has been more rigid since the war than 
at any time in the preceding sixty or 
seventy years. 

“Those who now control the world’s 
destinies will, in short, be required pos- 
sibly within the next few months, to 
choose between a separatist policy 
which may cancel the material progress 
of the last generation, and co-operation 
in the achievement of a world standard 
of prosperity far transcending any of 
which the world has yet had experi- 
ence.” 








U. S. Industrial Alcohol Co. 


(Continued from page 608) 








be due in view of the mildness of re- 
cent winters would materially in- 
crease sales of anti-freeze alcohol. 
Another mild winter would have the 
opposite effect. It is also problematical 
whether other anti-freeze mixtures, 
such as the Prestone manufactured by 
the Union Carbide & Carbon Corp., 
have gained or lost public favor since 
last year. Nevertheless, whatever 
happens, 1932 is certain to make a 
very favorable comparison with the two 
years immediately preceding. 

Taking the longer view, one is 
forced to be less positive. Union Car- 
bide’s synthetic alcohol, now being made 
on a commercial scale and for which 
the 1932 quota is 6 million gallons, 
undoubtedly holds possibilities of 
strong competition. This is true despite 
the fact that because alcohol is the only 
outlet for blackstrap, producers of the 
latter in the last analysis must cut the 
price of their product to a level which 
distillers can afford to meet. There is 
also the possibility that new processes 
will be developed for producing other 
alcohols at a price which will compete 
with ethyl alcohol and which are 
capable of substituting for the latter in 
certain cases. 

On the other hand U. S. Industrial 
Alcohol is broadening the base of its 
operations. As already stated, a sub- 
sididry, the U. S. Industrial Chemical 
Co., has made considerable progress in 
the manufacture of solvents, potash, 
ether and nitrocellulose among other 
products. U. §. Industrial Alcohol 
also owns a 20% interest in Pure Car’ 
bonic Co. of America, making carbon 
dioxide and “dry ice,” and an interest 
in the Sterno Corp. making “Sterno, 
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An advertisement with the headline below was first published 


four weeks ago. 


In more ways than one the third prediction 


referred to has already become more important than the first two. 


“Three Important Predictions 
By A. W. WETSEL 


—and the third may prove to be the greatest of all” 


HE reason is simple. Of the three 

outstanding predictions made by A. 
W. Wetsel in the past three years the first 
two, made September 2, 1929, and April 15, 
1931, served our clients chiefly in PRE- 
VENTING LOSSES. They were warn- 
ings of impending declines. Relatively few 
people have yet learned to capitasize 
downward as well as upward swings. These 
downward movements were capitalized to 
the fullest extent only by our active trad- 
ing clientele. The majority benefited by 
simply getting OUT of the market. 

But the third prediction in which the 
upward turn of July 9th, 1932, was forecast 
was accompanied by positive action—by 
buying—and therefore profits have natur- 
ally accrued and many new clients have 
taken a long step forward toward actually 
recouping previous losses resulting from 
having followed wrong investment policies. 

And even more. 

Mr. Wetsel not only pointed out that 
this turn was imminent but foretold its 
precise nature. His exact words were: 
(1) that the turn would take place sud- 
denly; (2) that the market, in terms of 
published averages, would not spend much 
time around the low point; (3) that prices 
would advance persistently—if not sharply ; 
(4) that practically all stocks would share 
in the recovery; (5) that second and third 
rate issues would appreciate proportionately 
more than high grade stocks, and (6) that 
securities would advance substantially be- 
fore business actually improved . . . that 
business could not and would not improve 
until securities advanced. 


The Result of This Prediction 


As a consequence we not only advised 
clients to buy before July 9th but kept them 
in the market steadfastly for the full bene- 
fit of the upswing. 

And even more. 

The stocks we recommended in the early 
stages of the rally were, on the average, 
among the first to move. We were thus 
able to take profits when these stocks 
reached their respective resistance levels— 
and immediately switched to others which 
had delayed participation in the general ad- 
vance but were in turn ready to move. In 
consecuence, our advices resulted in pro- 
ducing profits of even greater proportions 
than the average appreciation of the gen- 
eral market itself. 

And still more. 

This policy was unhesitatingly taken in 
the face of general disbelief in the strength 
of the market, of the constant inclination 
of the majority to take profits, and even 
g0 “short” on rallies, and of the carpings 
and scoldings of the statisticians and econo- 
mists who were taken wholly by surprise 
and don’t seem to know what it is all about 
even today. ; 
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Methods That Revealed the 
Market's Strength 


Now the point in giving this brief review 
of late happenings, now a matter of record, 
is this—recent events while still fresh in 
everyone’s memory serve to throw out in 
crystal clear perspective the fact that so- 
called fundamentals are of comparatively 
small value in forecasting important turns 
—either up or down. 

Who by using such factors as earnings, 
balance sheets, car loadings, steel tonnage, 
etc., would have been likely to see strength 
in the market, during late June and early 
July? Very few. 

Only through technical analysis of the 
highest order could the potential strength 
which actually existed in the market be 
seen before it became visible through the 
action of the market itself. And only 
through the same method could persistent 
strength be perceived even after the mar- 
ket had started on its way. 


How These Methods Are 
Applied 


Therefore, the INDUCTIVE reasoning 
employed in technical analysis by this or- 
ganization, and not the DEDUCTIVE rea- 
soning from statistics usually employed by 
the half-informed, was the means of pro- 
ducing the PRACTICAL advice to buy— 
and the still more practical specific advices 
which enabled our clients to take complete 
advantage of the upswing. 

As a matter of fact, it is through the 
conscious, deliberate and conscientious use 
of INDUCTIVE thinking that the A. W. 
Wetsel Advisory Service has reduced the 
art of predicting the market’s short and 
intermediary swings to a practical service 
through which any one can find out WHEN 
to buy and WHEN to sell. We do not 
attempt to forecast daily fluctuations or 
make predictions for the so-called Long 
Pull. The distinction is important. Bet- 
ting on fluctuations and on the Long Pull 
alike is gambling. Capacity to correctly 
judge short and intermediary movements 
results in informed trading or enables you 


Note: On October 22, 1931, 
Mr. A. W. Wetsel and essen- 
tial members of his staff re- 
signed from and severed all 
connection with the Wetsel 
Market Bureau, Inc., and es- 
tablished a new Organization 
which has afforded investors 
the continuation of Mr. Wet- 
sel’s investment and trading 
services. The A. W. Wetsel 
Advisory Service is an organi- 
zation standing for independ- 
ent investment counsel and 

s no connection with any 
other organization whatever. 


SS SS SS 


to apply a flexible policy to your investing. 

uch a policy in turn gives your investing 
its greatest safeguards—and because it pro- 
ceeds along positive and not negative lines 
adds to safety a rate of growth of capital 
not obtainable in any other way. 


TheTruthAboutSound Investing 


To fully grasp this point of view, briefly 
dealt with here, it is necessary to fearlessly 
face the actual CAUSES of losses—popu- 
lar fallacies and half truths about invest- 
ing—to divest them from your mind and 
then to substitute rational, common sense 
and dynamic principles in their stead—in 
short, to learn the truth about successful 
investing. If you are depending on a sus- 
tained bull market to recoup your losses— 
if you fear to act in this market—if you do 
not know when to sell as well as when to 
buy—you need to learn about this protec- 
tive and productive market philosophy. 

This intelligent way of regarding the 
business of investing is dealt with clearly 
and courageously in an article by a mem- 
ber of the staff of the A. W. Wetsel Ad- 
visory Service entitled—“How to Protect 
Your Capital and Accelerate Its Growth— 
Through Trading.” 

It has probably done more to help people 
divest their minds of the fallacies and half 
truths which are really responsible for 
their losses—and to give them a working 
grasp of the positive philosophy which 
makes for success in investing than any 
piece of writing that we know of. 


Methods That Protect and 
Produce Results 


This article shows that you need not 
wait to enjoy the benefits of correct invest- 
ment management—it shows why you need 
not fear further market declines or even 
possible failures on the part of corpora- 
tions—but on the contrary how you can 
put these methods to work for your pro- 
tection and gain—at once. 

Fill in the blank below and we will send 
you “How to Protect Your Capital and 
Accelerate Its Growth—Through Trad- 
ing” without obligation. 


A. W. Wetsel Advisory Service 
1540 Chrysler Building 


New York, N. Y. MW-4 


Send me, without obligation, article by E. B. Har- 
mon, “How to Protect Your Capital and Accelerate 
Its Growth—Through Trading.” 
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a polymerized or condensed form of 
alcohol sold as “canned heat.” 

U. S. Industrial Alcohol is closely 
affiliated with the Air Reduction Co. 
and it is reported that the latter owns 
about one-sixth of U. S. Industrial 
Alcohol’s common stock. Since 1927 
interests close to Air Reduction have 
had a majority representation on the 
board. 

From a balance sheet standpoint, the 
big alcohol company’s position is a 
good one. Capitalization consists 
solely of 373,846 shares of common 
stock of no-par value. There is neither 
funded nor floating indebtedness. 
Current assets at the end of last year 
totaled $9,384,398, including cash of 
$2,327,477 and inventories of $4,249,- 
783. Current liabilities amounted to 
only $659,841. Were the figures 
available, it is understood that the 
present current position would be very 
similar. 

Because of the inherently specula- 
tive nature of the company’s business, 
it is impossible to consider the common 
stock of the U. S. Industrial Alcohol 


Co. in the light of an investment. 


Moreover, no dividends are currently 
being paid and whether payments are 
to be made in the near future depends 
upon business for the balance of the 
year being fully up to expectations. 
The issue, however, moves widely 
marketwise and, in view of the good 
prospects for improvement, moderate 
speculative purchases on substantial re- 
actions from the present price of about 
28 are justified on the part of those 
willing and able to assume considerable 
risk. 








Northern Pacific 
(Continued from page 599) 








that Northern Pacific's passenger busi- 
ness is only 914% of total operating 
revenues, it can be seen that the air- 
plane does not loom as any immediate 
depressing influence of consequence. 
Some roads undoubtedly will have con- 
siderable deferred maintenance to make 
up when business picks up but this 
will not run to important proportions 
in the case of Northern Pacific. It is 
true that maintenance has been sharply 
reduced but traffic has been recently at 
so low a volume, that the large ex- 
penditures made in good years were not 
necessary and the excellent physical 
condition of the road has not been im- 
paired. Equipment has been main- 
tained in reasonably good shape, and 
there are many cars standing idle which 
will be available for use as soon as 
trafic turns upward. In other words, 
the situation does not exist here as it 
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does elsewhere that surplus funds will 
be needed for some time for deferred 
maintenance before consideration can 
be given to dividends to stockholders. 
At present levels of around 20, the 
stock undoubtedly offers the possibility 


of substantial appreciation in value 


when business conditions in this coun- 
try return to a more normal basis. 








What the Market Now 
Indicates 
(Continued from page 585) 








in accepting the reverse signal now 
hinted. 

Since the course of the market inev- 
itably will depend largely upon actual 
business developments, it is worth 
while that the current industrial and 
commercial scene be surveyed as real- 
istically as possible. Unfortunately, 
it boils down to the evident fact that 
the data available thus far fails to sup- 
ply a conclusive answer. That is not 
surprising in mid-September. Never- 
theless, we can not go on indefinitely 
postponing hope to next week or next 
month. During the next four weeks, 
or by the middle of October, revival 
should be plainly apparent, if it is to 
come this year. , 

Meanwhile operations of the steel 
industry have expanded from 13 to 
141% per cent of capacity, a purely 
nominal, seasonal gain, of no signifi- 
cance in relation to the near-term earn- 
ings of the industry. In construction 
there is a modest gain, slightly more 
than seasonal in percentage but com- 
ing from so low a level that the per- 
centage gain is of little importance. 
Car loadings are increasing, as they 
normally do at this season, but their 
great disparity as compared with past 
years is scarcely changed. At this 
writing a single week's arithmetical 
gain in electric power output has been 
given bullish exaggeration, but the ac- 
tual index, adjusted with regard for 
purely seasonal factors, is not percep- 
tibly higher. With the re-opening of 
the Ford plants, there is a slight pick- 
up in low-priced automobiles. Bank 
clearings, outside of New York, where 
financial activity influences the total, 
are scarcely changed. 

Retail sales of merchandise, as re- 
flected by the August reports of lead- 
ing chain stores, have not materially 
improved, despite the August recovery 
in securities. The Woolworth sales, 
for example, were 15 per cent lower in 
August than in August of 1931, 
whereas the decline for the first eight 
months of the year was approximately 
10 per cent. Gradual improvement in 
the average of commodity prices has 


been maintained, but the next official 
indexes probably will be adversely 
affected by the recent sharp reaction in 
cotton. 

Finally, despite’ the persistent talk 
at Washington of credit expansion, the 
banks of the country are continuing 


to liquidate credit. Collateral loans, 
in particular, have continued to be 
scaled down while speculative buyers 
have taken on much of the load, as 
reflected in an increase of $90,000,000 
in “Street loans” reported by the Stock 
Exchange for August. 

The cautious policy of the banks, 
which indicates plainly that business 
men are still loath to borrow in the 
face of year-end uncertainties, may 
well be followed by prudent investors. 
There will be a future opportunity to 
buy. The present is an excellent op- 
portunity to dispose of second-rate 
stocks in order that funds may be avail- 
able for later purchase of sound issues. 








Where Will Real Business 
Improvement Show Up? 
(Continued from page 588) 








course of trade in consumers’ goods in 
the near future. 

We should be guided rather by the 
more dependable forecasting indicators. 
One of these is wholesale commodity 
prices. In the past such prices have 
as a general rule anticipated a down: 
ward business turn and have been coin- 
cident with or run a little behind an up- 
ward turn but have sometimes pre- 
ceded. We have been now for about 
two months on a slightly rising com 
posite commodity index, with marked 
advances in some elements. 

Rising prices of securities have in 
general anticipated business activity, 
but they seem to denote a fundamental 
change of long scope, and may rise 
coincidently with a current business re- 
cession. That seems to be the position 
at present; when the business activity 
index, although turning slightly up 
ward, ever so slightly, as this is written 
has declined through the market rise 
which began in July. 

The general conclusion is that the 
absence of distributive trade activity 1 
not a sufficient reason for concluding 
that the almost universal feeling that 
the ultimate corner of the depression 
has been rounded is fallacious. 

Production will tell the tale. Mam 
ufacturing output is now at the lowest 
ebb, so far as the last available com 
prehensive statistics go—fully 20 pet 
cent below a°year ago. Production 1s 
the barometer of buying power. By 
no possibility can any other indexes 
prevail over it for any extended perio¢. 
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70 Points Profit 


HIS profit has been available to subscribers to THE INVESTMENT AND 

Business Forecast of The Magazine of Wall Street on 5 bonds and 2 
preferred stocks closed out during the past three weeks. Our expert analysts 
recommended these securities at opportune times selecting them not alone because 
of their secure and attractive yields but also because of their exceptional possi- 
bilities for price appreciation. 


Here is another illustration of the definite, complete and well-rounded service 
which the Forecast provides. It is a source of profit added to the 36% ob- 
tained by clients who followed our Trading Advices to date this year taking 
advantage of the intermediate swings of the market under our guidance. 


Coming Stock Market Phase 
May Represent Your Lifetime Opportunity 


You may have missed most of the market advance since July 8. Don’t fail, however, to get 
in this market at its next stopping place. This opportunity will be presented when the market 
halts and waits for business to catch up or relapses to a level that conforms with actual 
business progress 


Subscribe to the Forecast now so that you will know when to get in with the least capital 
and risk and when to get off temporarily—accepting profits and increasing your capital. We 
will definitely advise you what and when to buy and when to sell. 


Concentrate Your Funds on Securities 
Offering Best Profit Possibilities 


This policy we rigidly follow in our efforts to serve our subscribers to the greatest possible 
advantage. It is kept uppermost in mind in selecting short-swing commitments for our 
Trading Advices; investment dividend-paying common stocks for our Bargain Indicator ; and 
sound speculative low-priced common stocks for our Unusual Opportunities. 


With a capital or equity of $1,000 you can take full advantage of our Trading Advices or 
Bargain Indicator. $500 is sufficient for our Unusual Opportunities. 


To participate in our new recommendations during the next phase of the recovery, attach 
your remittance to the coupon below and return—at once. 
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+8 This Complete Service for Six Months Only $75 
(a) (b) (c) (d) 
Trading Advices following Speculative Investments. Investments for Income Investments Mainly for In- 


the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


Low-priced common. stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


come but with possibilities 
for enhancement in. value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analyses and recommendations. 


THe INVESTMENT AND 


MAIL THIS COUPON TODAY: 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
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Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that I am entitled to the complete service outlined above. ($150 will cover a 13 
months’ subscription.) 
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(1 Telegraph me collect your Trading Advices and thereafter as described in (a). 

(0 Telegraph me collect your Unusual Opportunity recommendations and theteafter as described 
in (b) 

0 Telegraph me collect your Bargain Indicator recommendations and thereafter as described 
in (c 
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In the end it rules. Until it begins to 
ascend we cannot count ourselves out 
of the woods of business. When it 
does ascend steadily we can conclude 
that the famous corner has been 
rounded, even though distributive in- 
dexes may still be disappointing. 
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Why Oil Continues to Lead 
In Recovery 





(Continued from page 594) 








of the production of gasoline. It was 
natural that the oil industry should seek 
to find an outlet for these heavy prod- 
ucts, and also that those outside the in- 
dustry should find new uses for them. 
Two developments along this line have 
been the Diesel engine and the oil- 
burning heater, both of which have con- 
tributed greatly to the total consump- 
tion of oil in recent years. Heavy fuel 
oil had previously been used as a fuel 
under steam boilers in place of coal in 
heavy installations. The oil burner, 
however, installed in private homes, 
apartment houses and similar buildings 
requires an oil equivalent to low-grade 
kerosene, and the field for this is re- 
garded as practically unlimited. With 
20 million homes in the United States, 
it is conceivable that one-fourth of 
them, or 5 million might install oil- 
burners in time, using a total of 250 
million barrels of furnace oil a year, 
and that this might happen within a 
ten-year period is not beyond reason. 

The oil export market is by no means 
a small factor in the oil business and 
has to be reckoned with in any calcula- 
tion of the future. This market has 
absorbed approximately 14 per cent of 
the domestic oil production during the 
ten years ended with 1931. 
in our export trade was reached in 
1929 when over 163 million barrels 
were shipped, but the decline since then 
has been more pronounced than has the 
decline in domestic consumption. 
Whereas the latter has dropped only 
about-4 per cent from the peak, ex- 
ports have decreased 23 cent 
amounting to 124,515,000 barrels in 
1931. 

The inroads on the American oil ex- 
port business by other countries having 
an exportable surplus of substantial pro- 
portions has of course been consider- 
able. Probably Russia has been the 
largest factor, inasmuch as the Soviet 
has sold to European jobbers who for- 
merly depended on American oil al- 
most entirely. Large American com- 
pamies having their own marketing 
facilities in European countries have 
not been so largely affected, except in 


The peak - 


that it is the companies handling Rus- 
sian oil that have been charged with 
cutting prices. 

Inasmuch as the principal American 
oil exporters have also accounted for 
most of our imports, the latter trade 
has in some degree offset the former. 
During the six years and three months 
ended March 31, 1932, however, there 
was an excess of exports over imports 
of 333,187,000 barrels. On June 21, 
1932, an import tax of 21 cents a bar- 
rel was placed on crude and fuel oil, 
$1.05 a barrel on gasoline and $1.68 a 
barrel on lubricating oils. As a result, 
it is expected one of our largest ex- 
porters will discontinue importing and 
supply its foreign markets direct from 
abroad. The volume involved may 
average 100,000 -barrels daily, thus 
cutting our export trade by that 
amount, or by 36,500,000 barrels a 
year. This of course will not cause a 
surplus in this country as imports will 
be reduced by an equal amount. 

The following table shows the trend 
of the balance between supply and de- 
mand of all oils as applied to the 
domestic trade, the export trade and 
the two combined, since 1926 (figures 
in thousands of barrels) : 


Excess of 
domestic Excess Excess of 
demand of ex- total de- 


over domes- ports over mand over 


Period tic supply imports total supply 
1932 (1st 3 mos.) 4,261 7,099 11,360 
1931 (year) .... 6,245 38,433 44,678 
1930 sé «s+. 926,881 50,881 ,000 
1929 2 . . .*122,566 54,410 *68,156 
1928 " --+- %85,674 62,892 *22,782 
1927 “e .» 124,751 69,298 *65,453 
1926 pe *25,410 50,174 24,764 


bd Excess of supply over demand. 


So far as the balance between do- 
mestic supply and demand is concerned, 
there had been, as the table shows, a 
large overproduction until 1931, when 
the balance turned in favor of supply. 
Our export trade has actually consti- 
tuted a stabilizing influence, taking a 
good portion of all our surplus output 
in the period covered. In 1931 for the 
first time in many years, as a result of 
artificial production control, domestic 
demand exceeded domestic output and 
this was continued in 1932. In view of 
the somewhat unfavorable outlook for 
the export trade, the importance of this 
cannot be overestimated; the American 
oil industry may have to depend more 
and more on its home markets. 

In the effort which has been made 
here to picture the outlook for the 
American oil industry from a market 
standpoint, two lessons can probably 
be learned. One is that new markets 
must be developed to ensure continued 
growth of the oil industry at its pre- 
vious rate. Another is that control of 
production is likely to be the principal 
influence in the outlook for the im- 
mediate future. 

That the petroleum industry fully 
realizes the situation there can be no 





doubt. This accounts for the deter. 
mined efforts to reduce the production 
of oil in the United States, efforts 
which have been so far successful, and 
which, it is believed have placed the 
industry in a better position than other 
industries in which a similar condition 
of overproduction has existed. 

In-recent utterances many oil leaders 
have cautioned the industry against 
over-optimism and have attempted to 
drive home the need for even greater 
curtailment of crude oil production. 
The immediate future so far as profits 
are concerned seems to depend on this. 
From the long-term point of view new 
markets appear to be the important 
thing. The oil industry, nevertheless, 
is in excellent financial condition to 
benefit at once by the continued adop- 
tion of an intelligent policy as to pro- 
duction. 

Revision of the anti-trust laws to 
enable oil producers to agree as a whole 
on a definite nation-wide plan of cur- 
tailment would doubtless be desirable, 
but the industry wisely has, in the ab- 
sence of such a revision, taken what 
steps were legally possible to bring 
about the same result, through in- 
dividual action and with the aid of 
state laws and regulations. 

In the last analysis, the relatively fa- 
vorable action of the leading oil stocks 
during 1932 is probably due to a 
recognition that management of the in- 
dustry has been wise, as evidenced by 
its sound financial position and its 
ability to curtail production. Leader- 
ship, in short, is a quality Wall Street 
likes, and the oil industry appears to 
have it. 








What Closer Regulation of 
the Utilities Means to the 
Investor 


(Continued from page 601) 








tive limited Federal regulation of the 
utilities should not be detrimental to 
the soundly managed operating or hold: 
ing company nor to the holders of their 
securities. In some instances the as 
sertiveness of state commissions may 
have gone a little too far but on the 
whole, constructive regulation may be 
considered beneficial to utility investors 


‘because it protects their interests as 


well as the consumers. 

The Federal investigation of public 
utility holding companies has brought 
out that many of them are excellently 
managed enterprises, beneficial to the 
industry. There are, of course, a few 
instances of flagrant abuses, which con 
structive regulation should go far 
eliminating. 
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But, broadly speaking, so far as 
regulation is concerned, the investor is 
primarily interested to know that the 
utilities will no doubt be upheld in 
their right to a fair return on their 
investment. ‘This in turn will assure 
the investor of the earning power in 
back of the utility securities he holds. 

The utility securities themselves may 
be of investment or of speculative 
character, and before making purchases 
the investor should determine whether 
the particular security he has in mind 
or is recommended to him really suits 
his requirements. 

The most conservative class of 
utility securities are, of course, the 
mortgage bonds of the operating com- 
panies providing electric, gas or tele- 
phone services. The common stocks of 
the operating companies are generally 
regarded as conservative equity issues 
which, if conditions are favorable for 
growth of earnings, will show the pur- 
chaser appreciation and safe return 
from dividends. 

The securities of the more conserva- 
tive holding companies’ are also desir- 
able investments as a class. The specu- 
lative element, however, becomes rather 
strong in some of the top-heavy hold- 
ing companies which have a large pro- 
portion of fixed income bearing capital- 
ization and afford only thin equity for 
the common stock. In this type of 
company the leverage element is im- 
portant. In times of rising earnings, 
the earnings on the junior issues rise 
rapidly, but when the reverse is true, 
the income available for distribution on 
these issues falls off precipitously. 








Readers’ Forum 
(Continued from page 613) 








will be the Kansas City price, less 
freight and handling charges and a 
small profit to the local elevator. If 
the Kansas City price is 65 cents, the 
price paid by the local elevator might 
be about 50 cents. It may be several 
weeks before the local elevator can sell 
this lot and deliver it at Kansas City 
and so, to ensure against loss from a 
possible intervening decline in price, 
the elevator immediately sells short, for 
future delivery, a_ like number of 
bushels in one of the central markets 
for wheat futures. When the actual 
Wheat is delivered, and cash received 
in payment, by the local elevator, the 
latter would of course proceed to cover 
its short contract in the future market 

The theory here is that spot and 
futures prices usually rise and fall in 
Unison; so that any Joss sustained 
through resale of the spot wheat at a 
lower price will be offset by a like profit 
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on the short sale in the futures markets. 
Should the price advance, there would 
be a loss on the short sale; but a like 
profit on the actual wheat. If it fell 
the converse would be true. In prac- 
tice, the insurance does not always 
afford 100% protection; since the 
spread between spot and futures prices 
is not always uniform, and thus an ele- 
ment of judgment as to selection of the 
monthly option to go short of often 
enters into the transaction. Sometimes 
a distant month will prove to be a more 
profitable short sale than a nearby 
month, or vice versa. In the long run, 
however, such discrepancies are likely 
to iron themselves out. 


Millers’ Protective Measures 


Protection against price fluctuations 
practiced by millers, on the other hand, 
is just the opposite. Flour is often sold 
for future delivery; but the price stipu- 
lated in such sales is based upon the 
current price of wheat. If the mill 
which contracts to sell the flour for 
future delivery decides to postpone pur- 
chase of an equivalent quantity of 
wheat, it will usually elect to purchase 
a futures contract to guard against the 
possibility of having to pay later a 
higher price for the wheat than would 
be warranted by the price to be re- 
ceived for the flour: Then again, the 
merchant who purchased the flour for 
future delivery might also consider it 
prudent to insure against a subsequent 
decline in the price for flour, which 
might result from a slump in wheat, by 
going short of an equivalent amount of 
wheat in the futures market. 

If wheat should rise in price, mer- 
chants would obviously reap a corre- 
sponding speculative profit by refrain- 
ing from hedging operations; but no 
one can be sure whether prices will be 
higher or lower a few months hence; 
so. that the more conservatively man- 
aged concerns always play safe by 
hedging, and thus leave it to specu- 
lators to shoulder the risk. Banks 
which extend loans upon commodities 
that are liable to wide price fluctuation 
usually insist that the borrower hedge 
his commitments. If he does this, from 
90% to 100% of market value may be 
loaned, otherwise no more than 40% 
to 50%. 

Hedging is practiced in some twenty 
different staple commodities for which 
futures markets have been established; 
and it is estimated that about 80% of the 
volume of transactions in such markets 
arises from hedging operations, while 
only 20% is purely speculative. The 
economic effect of such heavy hedging 
operations is to reduce greatly the vio- 
lence of price fluctuations and, on an 
average, to ensure higher prices for 
producers and lower prices to the con- 
sumer. 
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Located just a few 
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The Madison restau- 
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an international repu~ 
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AMERICAN WATER WORKS 


ax LECTRIC ( OMPANY 
INCORPORATE 


(of Delaware) 
NOTICE OF DIVIDEND 


A quarterly dividend of fifty cents 
(50¢) a share, payable in cash, on the 
common stock of the Company, has been 
declared payable November 1, 1932 to 
common stockholders of record at the 
close of business on October 7, 1932. 

The Company kas been advised by 
the Voting Trustees that as to Common 
Stock deposited under the Voting Trust 
Agreement dated January 2, 1931, this 
dividend will be paid on November 1, 
1932, to holders of Voting Trust Certifi- 
cates of record at the close of business 
on October 7, 1932. 


W. K. Dunsar, Secretary. 
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| A Trial Offer 
That May Mean 
Money to You 


Which of your securities are 
nearing the top of their ad- 
vances? Which of them are in- 
active, but ready to step ahead? 


THE MaGAziInE oF WALL 
STREET keeps you posted on 
your present holdings and points 
out new opportunities. Its ex- 
perts analyze stocks as they ap- 
proach their peaks. They sug- 
gest bargains in high grade, 
dividend-paying stocks and 
bonds. 


New Opportunities for Profit 
In the Next Few Months 


In this new era of the stock market 
there are many new money-making 
opportunities in sight during the next 
few months. Timeliness will be the 
prime requisite for making profits 
during this period. A clear under- 
standing of trends and authoritative 
guidance can be of real value to you. 
? 
‘Special “Get-Acquainted” 
Offer - 


Take advantage of our special “get- 
acquainted” offer. Be assured of re- 
ceiving your copies of THE MAGa- 
ZINE OF WALL StREET during the 
important months that are coming. 
Every issue will contain timely in- 
formation of real money-value to 
you. 


Mail this coupon—now 
ee el 
The MAGAZINE of WALL STREET 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with October 1. 

If you would like to have this special offer 
cover eight issues instead of four, check here 
and enclose $2.00. 



































poor 
New York Curb Exchange 











IMPORTANT ISSUES 
Quotations as of Recent Date 


1932 
Price Range 
a—— Recent 

Name and Dividend High Low Price 
Alum, Co, of Amer.......... 90 22 1% 
Aluminum, Ltd. ............ 44 8% 39% 
Amer, Cit, P. & L. A (3).... 38% 16% 35% 
Amer. Cyanamid B ..... tees BY% 1% 6% 
Amer. & Foreign Pwr. War.. 10 1% 9 
Amer. Gas & Elec, (1)...... 41% 14% 38% 
Amer, Lt. & Traction (2%).. 24% 10 24 
Amer. Superpower .......... 10% 1% % 
Assoc. Gas Elec. ‘“‘A’’ (Stk. 

BH) ccvccccccvccccscccecs 5 % 4 
Brazil T. L, & P. (8%) Stk 18% q 11% 
Central States El............ 6% 4 6 
Cities Service .............+ 6% 1% 5% 
Cities Service Pfd........... 58% 10 30 
ewe, TeRONee ncn es ss. -c0ver 4 1% 2% 
Commonwealth Edison (5).... 122 49%, 89 
Commonwealth & So. War... 1 3/16 13/16 
Consol. Gas Balt. (3.60)..... 69% 37% 69% 
Cord Corp. ...--..-... - 8% 2 ™ 
SEEN op cwasnsccne cee 84% isn 





Duke Power (5) 
Elec. Bond & Share (6% stk.) 48 40 
Elec. Bond & Share Pfd. (5). 59% 16% #455 





1982 
Price Range 
Recent 
Name and Dividend High w Price 
Ford Motor, Can. A......... 15 5 11% 
Glen Alden Coal ............ 23% 6 20 
Goldman Sachs T...........+. 5 1 4y%, 
Gt. A. & P. Tea N. V. (6%). 156 108% 152 
ue GS eRe 44% 23 42 
Hecla Mining ............+. 5% 2 4%, 
Humble Oil (2) ...........; 55 355, 52 
Nat. Sugar N, J. (2)........ 25% 10 241, 
Newmont Mining ........... 28% 454 26 
Ws OS. Bae GO oaks sive. sos 85 144% 35 
Niagara Hudson Pwr. (New) 

SD ie skacdseu ss shaeues 20 1% 18% 
Niles-Bem.-Pond ........... 11% 4 11 
Penread Gorp. ....ecccccccss 4% 1 4 
St. Regis Paper, Pfd........ 50 144% 650 
Salt Creek Prod, (1)........ 5% 2% 5% 
ee eer 59 ll 39% 
Standard Oil of Ind. (1)..... 254% 18% 2% 
Standard Oil of Ky. (1.20).. 15% 8% 144% 
ot RBA PRA 7 10% 
Swift Int’l (4) ..... . 10 21 
United Founders 5/16 2% 
United Gas Corp - &% % 4y, 
United Lt. & Pow. A........ 9% 1% 8% 

















For Profit and Income 
(Continued from page 605) 








habilitate the road, whereas the old 
management in order to avert the re- 
ceivership had done everything possible 
to curtail expense, even to the point 
where the physical property deteri- 
orated. Also, from the investment 
angle, the actual receivership lifts a 
load from the minds of the security 
holders and seldom results in further 
depreciation in market value of the 
road’s stocks and bonds, except tem- 
porarily. Ultimately perhaps, may it 
not prove to have been better to look 
upon receivership, not as being synomy- 
mous with death, but rather as a major 
operation relieving the patient’s pain 
and in most cases resulting eventually 
in complete well-being? 








Storm Clouds Gather in 
Europe 
(Continued from page 591) 








selves in trade restrictions and retalia- 
tions just as aggressively as in arma- 
ments rivalry. In all nations, but 


precarious one. The war-time align- 
ment is thoroughly disintergrated. No 
longer have France, Great Britain and 
Italy a single cause. Italy, indeed, has 
expressed sympathy for the German 
claim to arms equality. It is not that 
she loves Germany more, but France 
less. With commercial and political 
interests far more diversified and wide- 
spread than any of the others, Great 
Britain’s role in European diplomacy is 
a difficult and confused one. His 
torically, she has come into conflict 
with France more often than with any 
other nation. British opinion is divided 
between alignment with France and 
rapprochement with Germany. As a 
result, Britain since the war has usually 
attempted the trying role of mediator 
between France and Germany, leaning 
first one way and then the other. 

In the matter of -arms equality for 
Germany, Britain again is virtually 
forced to swing to the side of France, 
even though she fully realizes the logic 
of the German claim. Here again sheer 
nationalism overrides all other con- 
siderations. While France is chiefly 
concerned with Germany’s land arma’ 
ments, Britain took care in the Treaty 
of Versailles to see to it that Germany 
would never again threaten Britain's 
sea supremacy. Britain’s insistence 
upon strict limitation of Germany's 
naval strength, especially as regards 
submarines, is just as vehement as is 
France’s opposition to the rebuilding of 
the German army. 


Name oo .cccccccsccececesseveseeesss especially in Germany and France, we 
iebted é B20 xig Old, WIL OES nk h ws now find the government itself deeply There is one direct economic implica’ 
‘a5 eet ee Sigewe engi Se 5 involved in business. tion which reaches even to the United 
9-17-32 ST The European balance of power, States. We have advocated a reduc’ 

 ——— once held by Czarist Russia, is now a tion of armaments as a means of scal- 
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-Hitler’s power and that of his party 


ing down public expenditures which in 
all countries constitute a serious burden 
on business. If Germany is permitted 
to re-arm, progress in disarmament, 
already feeble, will be out of the ques- 
tion. Britain would immediately 
strengthen her navy and, if past policy 
is followed, the United States would 
build up to the British standard, re- 
gardless of the expense. 

The economic position of France, 
with her peasant economy and her huge 
gold hoard, is relatively strong. Great 
Britain has apparently passed the crisis 
of depression. Germany remains the 
critical spot. While the outcome of 
the Lausanne Conference has impoved 
world sentiment in a superficial way, it 
has by no means put Germany upon 
her feet. Due both to political and 
economic uncertainties, a vast total of 
German capital remains in hiding 
abroad. There is no evidence yet of a 
return flow homeward. Meanwhile, 
the nation remains short of working 
capital, is hard-pressed to meet the 
service on foreign obligations and, of 
course, has not a ghost of a chance to 
obtain fresh foreign loans. Her gold 
holdings have been seriously depleted 
and her forced restriction of imports 
has had the inevitable effect of reducing 
exports, leaving a favorable balance of 
trade much too slim for comfort. 


Subsidizing Business 


The German Government, already 
heavily involved in the German banks, 
steel industry and shipping, is now em- 
barking upon the gamble of further 
direct efforts to stimulate trade. Its 
plan is complicated, but is, in effect, 
a direct subsidy to industry. Of a total 
subsidy of 2,200,000,000 marks, 1,- 
500,000,000 marks will be a direct gift 
to business, the only condition being 
that it be used to finance work afford- 
ing supplementary employment. The 
remaining 700,000,000 marks will be 
given to industries employing new 
workers, 400 marks to be paid for each 
worker employed. The theory is that 
the latter payment will be less expensive 
than the dole. 

The subsidy will be first collected 
from business in ordinary taxes and 
then treated as a loan from business, to 
be covered by tax-payment certificates, 
payable by the Government after 1938. 
From 1934 to 1938 the certificates will 
be accepted in payment of taxes. They 
will be loanable and saleable, and thus 
may be used as a basis for bank credit. 
The plan rests upon the assumption 
that the economic tide has turned. 

Its success or failure will necessarily 
have some effect upon German political 
developments in coming months. There 
is current evidence to suggest that 








Odd Lots 


In listed securities carried 
on conservative margin. 


Your Inquiries Invited 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad St. New York 


FULL and ODD LOTS 


of listed securities bought and sold for 
cash, or carried on conservative margin. 


Leaflet explaining Margin requirements 
sent on request. 


MCClave & Co. 


Members 


New York Stock Exchange 
New York Cotton Exchange 
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67 Exchange Place, New York 
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Achievement 


in Public Service 


Inproven service at reasonable rates to an 
increasing number of customers—this has been the 
aim and accomplishment of the Associated System. 
This achievement is recorded in the following facts: 


352,109 new customers not previously served by the 
same properties have been added since 1925. 


Service to rural areas is now supplied in scores of 
communities where none or very inadequate service 
existed before. 


$79,000,000 for new construction since 1928. Provision 
for replacement of worn-out equipment $9,754,000 
in 1931. 


17.8% increase in use of electricity per residential 
customer since 1929. 


12% average decline in rates for residential electricity 
during the last four years. 


$7,366,531 for taxes paid or accrued by Associated 
System in 1931. 


@ All these factors are evidence of the System’s success 











has passed its peak. His radicalism 
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in providing satisfactory utility service for 6,200,000 persons 
in 3,000 communities. The Associated System offers this ac- 


* complishment as an achievement in public service. 


FOR INFORMATION ABOUT FACILITIES, SERVICES, RATES, WRITE | 
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Keep POSTED 


The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 





“ODD LOT TRADING” 

John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 

A COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 

WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 

“TRADING METHODS” 

This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket Letter will be mailed upon request. 
(785) 

PARTIAL PAYMENT PLAN 
An old established New York Stock Exchange 
house is issuing a booklet describing a method 
by which listed securities may be purchased 
on monthly installments in odd lots or full 
lots. (813). 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 

“SOME FINANCIAL FACTS” 

An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 

“A CHAIN OF SERVICE” 

Describes and illustrates the history and de- 
velopment of the Associated Gas & Elec- 
tric System. (884). 

ELECTRIC BOND & SHARE CO. 

Full information or reports on companies 
identified with Blectric Bond & Share Co. 
furnished upon request. (898). 

“STOCK EXCHANGE SERVICE FOR THE SMALL 

INVESTOR” 

This booklet, published by M. C. Bouvier & 
» Will be sent upon request. (908). 

“WHAT 1S A SAVINGS & LOAK ASSOCIATION?” 
This booklet explains savings — instalment 
and income shares. The Serial Building, 
Loan & Savings Institution will be glad to 
send a copy upon request. (918). 

AN OASIS IN THE DESERT 
Is the title of a descriptive booklet just 
issued by the Credit Service Associates, copy 
of which will be mailed upon request. (935). 

LETTER TO SECURITY HOLDERS 
Dunscombe & Oo., members New York Stock 
Exchange, will be pleased to send a personal 
letter to investors who send in a list of 
their security holdings ggesting switches 
when advisable. (937). 

GRAPHIC CHART 
Graphic Market Statistics, Inc., New York, 
will be pleased to send a free pamphlet con- 
taining information regarding the value of 
charts in forecasting stock movements. It 
discusses the possibilities and limitations 

frankly and unbiased. (938). 

MARGIN REQUIREMENTS, COMMISSION CHARGES 
Springs & OCo., members New York Stock 
Exchange and other leading exchanges, have 
prepared a folder explaining margin require- 
ments, commission charges and trading units 
on Stocks, Bonds, Cotton, Wheat and other 
commodities, Copies gladly sent to investors 
and traders. (939). 

“HOW TO PROTECT YOUR CAPITAL AND ACCELER- 

ATE ITS GROWTH—THROUGH TRADING” 

Is the title of an interesting article by E. B. 
Harmon of A. W. Wetsel Advisory Service, 





which will be sent to investors on request. - 


(936). 

ODD LOT TRADING SUGGESTIONS 
Booklet entitled ‘‘Odd Lot Trading and Sug- 
gestions for ‘Traders’’ sent on request. 
McClave & Oo. (940). 
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IMPORTANT ISSUES 
Quotations as of Recent Date 


Bid Asked 
Alpha Port —- ma “ep PEE oe 85 
American Book A 62 68 
Amer. Dist, Telos: (ERAS REE 45 ee 
PS MED Shc cho cwbeedcesus 92 97 
Amer, Manufacturing ........... 9 15 
SP EEE nop atecel ks nece ds 45 55 
eo eee 12 15 
Babcock & Wilcox (2).......... 39 42 
Brunswick-Balke-Collender - om. 22 5 
Bunker Hill & Sullivan M. & C.. 27 $1 
Bohack (H. C.) Co. Ist Pfd. (7). 70 a 
Bon Ami, B (8%).............6. 25 30 
Carnation Go. (.756) .........00. 8, 10 
Do Pfd, DP GrKadbeSkea tra 78 83 
SN tina as 0. 5 Oeics Sine 11 15 
Congoleum Co. Pfd. (7) ........ 98 101 
Clinchfield Coal ............00. 5 
Ne aa neeb sani pndWickas 29 
Spee ee ems (2)... ccc cacccs 9 10% 
Crowell Publishing Co. (1)....... 21 
Do DD bi eSin ass ines oes 85 95 
Douglas Shoe Pfd. .............. 7 12 
Dixon a | eee 37 43 
Dictaphone Corp. ............... 5% 1% 
a Re 50 60 
Franklin Rwy. Sup............. 11 
Gt. N. Paper 2. 40) aE’ See 24 26 
Gt. A. & P. Tea Pid. (7)...... 116 120 


Bid Asked 
Mietingee “Bale « .....csecscce 15 20 
| Ss eee bare srere ee res : 6 
YE. See Rees 10 15 
Merok Co. Pid, (8)......0..00. 59 64 
Mimetedaee Pub. .....65ccivccies 2% 4 
Macfadden Pub. Pfd. ........... 13 16 
— | ee |) Peg 35 40 
te. Se eae 80 nf 
Newberry (J. 4 Me 69 "6 
Giihe - Tamer (2). oie gc ccccceccce 11 14 
ee or, = See 70 80 
Roxy Theatre Pfd. A........... % 1% 
LS Se 201, 23 
Saf nd Si Re aceerice e 25 
Savannah Sugar (6) ............ 45 55 
EE nha. S . sb 6.0 2 « o08 oo 75 85 
Singer Mfg. Co, (8)............. 132 132 
Standard Screw (2) ............ 28 33 
ag Cs SD PUD sos 6.6 a buy aa 's% 5 8 
EL SoS abi. < usa noche ase’ 8 13 
WD hues eke dcsiccve vee 48 ai 
Wabash Ry. & Elec. Pfd. (5).... 82% 86%, 
ag Va, Pulp & Paper (.60).... 12% 144% 
DER Ser cue swat sedisees 714 78 
white Rock 2nd Pfd. (10)....... 15 os 
Ss: Ree er 78 88 
Wome a. BD.) GAB) c, vscvccccess 60 - 
SU AUD So apebsdvnwsred ee 80 











and strong anti-Semitism which un- 
doubtedly would militate against his 
chances of foreign financial aid, have 
contributed to the swing of popular 
favor away from the Nazis and toward 
the von Hindenburg-von Papen group. 
The Reichstag is powerless and dissolu- 
tion is imminent as this is written, 
in which event the von Hindenburg-von 
Papen dictatorship will rule, as it is 
now virtually doing. In that event 
there will be another Reichstag election 
in sixty days, probably without shaking 
off the grip of the Junkers. 

Whatever political changes occur, 
they are unlikely seriously to alter the 
course of events in Europe. The basis 
of conflict lies not between govern- 
ments but between peoples. 








Companies Whose Economies 
Have Placed Them on a 
Promising Basis for 
Investment 
(Continued from page 606) 








attributed to a reduction in wages, for 
the company’s first 6% reduction in 
this item only went into effect at the 
extreme end of the period under con- 
sideration. Public Service Corp. of 
New Jersey was mentioned in greater 
detail in THE MaGAZzINE OF WALL 
STREET of September 3. 

A longer article in the July 23 issue 
of the same paper described the West- 
inghouse Electric & Manufacturing Co. 


and the efforts made by the company 
to adjust itself to the present vastly 
changed conditions. While these have 
been largely negative insofar as they 
have only enabled the company to re- 
duce its rate of loss in the face of a 
still further decline in business, they do 
at least indicate a determined effort to 
achieve a greater efficiency. 

Other examples can be found, al- 
though it is frequently difficult to as 
certain the exact source of savings and 
equally difficult to discover whether or 
not they will be carried through as 
business improves. Nevertheless, the 
whole question is well-deserving of the 
investors’ attention, for on it depends 
the future of any particular enterprise. 








Bond Pace Becomes More 
Conservative 
(Continued from page 595) 








course of time to see the most desired 
bonds advance to a yield basis much 
lower than this country has been accus- 
tomed to in recent years. 

In this connection, it is interesting to 
note that the marked trend toward re 
trenchment in local government is cut- 
ting down the supply of new municipal 
and state issues, a development favor’ 
able to corporate bonds. It appears 
likely that such issues this year will not 
exceed 1 billion dollars, or the smallest 
total in more than ten years. 
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“Financial 
Independence 


at Fifty” 


BOOK which outlines 

successful plans for in- 
vestment and _ semi-investment 
through which you may become 
financially independent without 
taking chances or. depending 
upon luck. Shows how to budget 
your income; to finance a home; 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 


231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks—Judging a Good Bond. 
—The Six Ages of Investment.— 
In - and - Out - of - Season Invest- 
ments.—Insurance for Assurance 
—The Expectation of Life— 
Women’s Sphere in Investments 
—The Professions and Their In- 
vestments.—The Case of the 
Cautious Investor —Assuming 
theRisk Involved —Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans fora Young Capitalist — 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings System.—How to Create 
an Income Worth “Budgeting.” 


Postpaid $1.00 


Only a Limited Quantity Avail- 
able at This Special Price. 


seooeee Mail Today «ssaesas 
Sept. 17-A 


The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 


Enclosed is $1.00. Please send me a 
copy of “Fi ial Ind d at Fifty.” 
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Please send me without obliga- 
tion your descriptive book circular. 








STONE « WEBSTER 
ENGINEERING CORPORATION 


Stone & Webster engineers also are available 
for report and appraisal work demanding 
highly specialized experience combined with a 


broad understanding of fundamental economics. 


BUILDERS aad ENGINEERS 
Sor the 
BUSINESS LEADERS 
of 
AMERICA 


% 


















Switeh to Cameis 


Never parched or toasted 


BLEND of choice Turkish and 

mild, sun-ripened Domestic to- 
baccos—Camels are never parched or 
toasted. Made fresh and kept fresh in 
the Camel Humidor Pack, Camels are 
mild and cool-burning. If you haven’t 
smoked a fresh cigarette lately, switch 
to Camels for just one day, then leave 
them — if you can. 


R. J. REYNOLDS TOBACCO COMPANY 
Winston-Salem, N. C. 


Cam K L & Don’t remove the Camel Humidor Pack —it is protection against perfume 4 
and powder odors, dust and germs. Buy Camels by the carton for home or © 


Made FRESH — Kept FRESH office. The Humidor Pack keeps Camels fresh 


© 1982, R. J. Reynolds Tobacco Company 








